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Agro-Food Standards and Africa: 
An Introduction 


Peter Gibbon and Evelyne Lazaro 


Governing through standards 


Governing through standards — rather than through laws and regulations 
alone — emerged as a tendency in industrialized countries in the 1980s and 
1990s. This occurred against a background of the rise of idealized market 
paradigms in the public sector, an unfolding of new discourses concern- 
ing governmental transparency and accountability and the growing political 
influence of issue-focused Non Government Organizations (NGOs) (Rose, 
1996; Power, 1997; Brunsson, Jacobsson et al., 2000). The tendency spans 
public administration, cultural life and the economy - albeit in different 
forms in each context, driven by different constellations of actors and cir- 
cumstances. As a result, while developments in standards may still occur as 
a result of changes in regulation, it is more illuminating to see standards as 
the dominant form taken by early twenty-first century regulation. 

In the agro-food sector, in common with the rest of the economy, the 
circumstances causing this development include the reorganization of pro- 
duction and distribution in global value chains driven by retailers and 
branded manufacturers or processors, the tendency for competition — espe- 
cially in retail — to take increasingly oligopolistic forms and massive related 
investment in brand development and protection. ‘Buyer-driven’ global 
value chains expose the weakness of multilateral regulatory regimes and at 
the same time privilege low-cost steering mechanisms that can secure uni- 
formity of performance across suppliers. On the marketing side, oligopolistic 
competition involves efforts to win greater brand (including own-brand) 
share, while on the sourcing side it aims at reducing costs by transferring 
functions and their costs to suppliers. Thus, suppliers become responsi- 
ble for securing and visibly demonstrating their conformity to uniform 
performance requirements (Gibbon and Ponte, 2005). At the same time, 
heavy investment in brand development has a built-in logic of continuously 
expanding the range of performative uniformities sought from suppliers, 
as brands seek to keep ahead of consumers’ concerns on all issues from 


2 Introduction 


food safety to climate change. Hence buyers invest in establishing stan- 
dards and methods of verifying conformity to them either individually, in 
concert with other buyers or via broader coalitions involving NGOs and 
sometimes government. In this context, competition also migrates to the 
area of standards. 

The rise of idealized market paradigms in the public sector plays out 
in ways that complement these trends. It provides a new model for reg- 
ulation in emerging areas of public concern and for reforming existing 
models in established ones. As a result, according to Brunsson (2000) ‘offi- 
cial power evaporates’ in its classic hierarchical sense. In emerging areas 
of public concern such as climate change, pseudo-market systems may be 
created; in established ones like food safety, authority tends to be frag- 
mented, re-bundled and distributed to new actors. In both cases, business 
is devolved major new responsibilities but at the same time granted sub- 
stantial discretion in how these are fulfilled. Rather than occurring through 
a combination of trust and direct operational inspection, verification of 
fulfilment increasingly demands documentation of managerial controls 
(Power, 2003). 

While at national level within Europe’ this tendency has gone furthest 
in the historically liberal United Kingdom (UK), against the background 
of a different set of circumstances it is also evident within the European 
Union (EU) governance system. Here, the establishment of a single mar- 
ket has necessarily entailed legal harmonization. However, given the EU’s 
limited centralized authority, the latter process normally has had to take 
the form of restating laws in terms of ‘essential requirements’, often defined 
only in terms of outcomes. Thus, discretionary fulfilment has again become 
the rule, alongside forms of conformity verification emphasizing managerial 
system requirements (Majone, 1996). In both national and EU-level public 
sector governance, such requirements explicitly or implicitly involve bench- 
marking the performance and integrity of systems against standards, both 
managerial and sectoral. 

To the extent that these tendencies continue to roll out in time and space, 
their impacts may prove profound. Two main groups of consequences can be 
predicted: first, in relation to agro-food standards and, second, for the struc- 
ture of global value chains. In turn, these may have a number of mainly 
exclusionary implications for African agro-food sectors, unless countervail- 
ing interventions occur. The remainder of this chapter begins by reviewing 
and reflecting on the available evidence on the extent to which standards 
are indeed proliferating and changing in significance. It then turns to evi- 
dence on the consequences of the developments identified for value chain 
restructuring and — through this - economic exclusion and welfare. Thirdly, 
it reviews the record of interventions that have been made with a view to 
mitigating the consequences of such trends. A final section briefly introduces 
the contributions of the chapters in the current volume to these discussions 
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by theme, while a summary of their empirical contributions is provided in 
Chapter 11. 


Trends in agro-food standards 


Every recent contribution to the literature on agro-food standards notes 
that agro-food standards are subject to a profound series of changes. The 
main areas in which this is said to be occurring is in respect of numbers of 
standards (increasing), standards’ content (more demanding), inter-relations 
between standards (more competitive) and standards’ ownership and gover- 
nance (more diverse). Attention has also been given to the implementation 
and control of standards, although the conclusions of the literature in this 
area are less clear-cut. 


Numbers of standards 


Kern (2008) states ‘there are now nearly 400 private standards governing 
food industry activities in operation in Europe’. It is implied that this rep- 
resents a dramatic increase. However, it is probably necessary to qualify this 
impression. As Daviron (2002) observes, in the period before and during 
the existence of International Commodity Agreements, quality descriptions 
and grades were always applied to tropical commodities in relation to the 
national standards of producing countries. Hence, for at least half a dozen 
tropical agro-products there were as many standards as there were recog- 
nized producing countries. Furthermore, as is pointed out in Jaffee and 
Henson (2004), there was historically a greater degree of variation in import- 
ing country standards in respect to, for example, safe limits of contaminants 
in different foodstuffs than there is today. National and international mar- 
ket liberalization of tropical products, and the associated disintegration 
of nationally based quality control systems, has almost certainly led to a 
decreasing number of standards being applied to these products. And con- 
vergence of food safety requirements, particularly within the EU, may have 
had similar consequences. 

Yet there has been a clear proliferation of other types of standard, all 
emerging in developed countries. In particular, there are a growing number 
of private food safety standards going beyond the requirements of developed 
country governments. There are also growing numbers of ‘sustainability’ and 
ethical standards. 

Homer (2008) explains the increasing numbers of developed country pri- 
vate food standards in terms of brand protection measures by large-scale 
retailers, in the face of regular public food safety scares. It is necessary 
for retailers to protect their brands by developing or amending standards 
because reactions in the political—legal system to such scares tend to be slow 
or timid. In other words, retail brands feel the need to signal to consumers 
that they are more concerned than governments. However, he also points 
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out that such standards are generally not displayed on labels and instead 
have a business-to-business status. Thus, retailers do not (yet) fully compete 
against each other in terms of food safety. 

The proliferation of ‘sustainability’ and ethical standards is somewhat 
harder to explain, since these tend to build on more diffuse and longer-term 
consumer concerns. Nonetheless, Daviron and Ponte (2005) list five such 
standards in the coffee sector, Bernstein and Cashore (2007) list seven in the 
forestry sector and Riisgaard (this volume) mentions no less than 16 in the 
cut flower sector. A general trend in each case is for the emergence of one or 
more relatively demanding standard(s) to trigger their challenge by others, 
either as too permissive or too strict.” 


Standards content 


Whereas during the 1990s a dominant theme in the standards literature was 
the transition from product to process standards, more recent contributions 
(for example, Nadvi and Waltring, 2004; Fulponi, 2007) emphasize the blur- 
ring of this distinction and the overlap of the resulting hybrid standards with 
management standards.* Both the retention of some focus on the product 
and the overlap with management issues relate to another tendency com- 
monly identified — that for standards to strive to cover the entire production 
and distribution chain or cycle for a specific product. A ‘whole-chain’ focus 
arises from the reorganization of production and distribution in global value 
chains with distinctive lead firms, as well as from the increasing prevalence 
of legal obligations for those at the end of chains to exercise due diligence in 
relation to product provenance. However, a ‘whole-chain’ focus also relates 
to projects of product differentiation through ‘high road’ standards such as 
Fairtrade and Forestry Stewardship Council (FSC), where users are secured 
with premium products on the basis of integral chains of custody (Bernstein 
and Cashore, 2007; Henson and Humphrey, 2008). 

However, according to the literature, the focus of standards is not merely 
becoming more vertical. Many standards are (also) being extended in a hor- 
izontal direction to cover a wider range of substantive issues. For example, 
GlobalGAP started life as a food safety standard but today incorporates ref- 
erence to environmental issues and (in its aquaculture rules) to impacts 
on local communities (Henson and Humphrey, 2008). Most ‘sustainability’ 
standards meanwhile have added rules on labour in recent years. Organic 
standards have also branched out into new areas including climate impacts 
of produce transport (Gibbon and Bolwig, 2007). 

The literature also maintains that standards are becoming more detailed 
and/or stringent. This is challenged by Gibbon (2008) on the history of EU 
organic standards, who argues that rather than becoming steadily stricter, 
some standards pass through a cycle of development. Once formalized, stan- 
dards become more detailed, reflecting increasing influence over them by 
technical experts. However, at a given point this trend becomes perceived by 


Peter Gibbon and Evelyne Lazaro 5 


non-experts as creating barriers to entry (or trade) and a counter-movement 
sets in whereby standards are redefined in terms of a small number of 
principles. 

According to this perspective, many agro-food standards would have to 
be depicted as still in the first phase of this cycle. Relative to GlobalGAP 
Version 2 (2004), Version 3 (2007) increases or redefines in stricter ways 40 
out of a total of 256 ‘control points’. Likewise, Version 3’s Quality Man- 
agement System Checklist for the GlobalGAP Group Certification option 
covers 141 control points rather than 94, as in its original version (Cooper 
and Graffham, 2008; Graffham and Cooper, 2008). Moreover, it is not clear 
how the ‘cycle of development’ perspective might apply to standards such 
as FSC or Marine Stewardship Council (MSC) which were formulated in 
terms of a small number of principles - and management plans for their 
materialization — from the outset. 

At least in terms of standards whose main focus is food safety, the overall 
trend appears to be unidirectional towards greater stringency, notwith- 
standing the fact that the casting of many requirements in a language of 
management systems may open up for discretion in some areas of imple- 
mentation. In particular, the range of activities for which Hazard Analysis 
Critical Control Point (HACCP) systems are required has increased both in 
public and private standards (to cover processing of food of plant origin, 
for example), as has the range of hazards for which it is required to carry 
out testing (for example, pesticide residues, veterinary medicine residues, 
dioxins and naturally occurring toxins). In private standards such as Glob- 
alGAP, requirements for traceability - almost completely absent from both 
private and public standards in the early 1990s —- extend down to lot or farm 
site level. Furthermore, where infrastructure requirements are specified in 
GlobalGAP, these are in exhaustive detail.* 


Standards competition and harmonization 


The literature identifies three different sets of circumstances where the rela- 
tion between agro-food standards takes on competitive forms. The first of 
these is when standards emerge in entirely new areas. Under such conditions 
different groups of ‘pioneers’ usually will give emphasis to different objec- 
tives and activities when they seek to codify a normative set of practices. 
This occurred most obviously in the organic movement in the 1980s, where 
a range of pioneer groups in different countries, or even different regions 
of the same country, wrote standards independently of each other. While 
competition between standards was not an objective of these activists, it did 
emerge once these standards became publicly recognized labels. 

As the literature points out (cf. Hallstrom, 2000), where standards emerge 
today in new areas it is not only, or even mainly, ‘pioneer’ practitioners 
who are involved in their competitive development. Standard-setting has 
been commercialized, in the sense that there is now a distinct category of 
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economic actor that makes a living from it, that is, management consul- 
tancies, consultancies with expertise in specific technical areas subject to 
standardization, consultancies made up of professional ‘standards experts’ 
and auditing companies. As Bolwig and Gibbon (this volume) show, eight 
out of the 13 product carbon labelling (PCL) standards that have emerged 
since 2007 are owned by consultancies. 

On the other hand, three of the remaining PCL standards identified by 
Bolwig and Gibbon (op. cit.) were developed by brand owners. This relates 
to the second set of circumstances identified in the literature when stan- 
dards become characterized by competition, namely when a brand tries to 
take control of a standard and use it for product differentiation (Henson 
and Humphrey, 2008). As Homer (2008) notes, the emergence (or predicted 
emergence) of publicly recognized standards in a given field is normally 
treated by brand owners as a threat. This is because it reduces their options — 
especially for pushing down suppliers’ prices. On the other hand, annexing 
such a standard — or pioneering it in the case of one that is likely to emerge — 
enables a brand to be enhanced. While product carbon labelling standards 
are perhaps the best example of annexing, there are plenty of others. The 
British retailer Marks & Spencer has a ‘Fair Partner’ label annexing Fairtrade 
standards. The Swiss supermarket Migros has a ‘Migros Bio’ label annexing 
organic standards, and so on. 

The final set of circumstances where standards competition arises is, as 
noted earlier, in the wake of broad backing being attained for a demanding 
social or environmental standard. The emergence of such a standard creates 
problems for operators (producers or retailers, or both) who have not par- 
ticipated in its development and who feel challenged by its requirements. 
Since they feel that they would be damaged by doing nothing they devise 
alternative, low road standards, either with lower entry barriers or where the 
burden of conformity is shifted to others (O’Rourke, 2006). This is the main 
source of standards competition in the forestry sector, as well as in the cloth- 
ing sector. More generally, the emergence of organic standards in the 1980s 
and 1990s can be considered to have triggered a whole series of lower road 
environmental alternatives. 

Given these trends, it is hardly surprising that agro-food standards har- 
monization initiatives generally have little traction (Fulponi, 2007). Even 
where standards are not employed competitively they usually embody too 
many sunk costs for their owners to be willing to abandon them. Moreover, 
harmonization is a labour-intensive and time consuming process, for which 
owners of standards often lack adequate resources. Hence even where there 
is a relatively high level of goodwill, as in the case of competing organic stan- 
dards, harmonization projects mostly lead only to new standards claiming 
to have the status of ‘reference norms’. This was the main outcome both of 
the lengthy process development of the Codex organic standard and more 
recently of the International Task Force on (organic) Harmonization and 
Equivalence (2003-08). 
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Even securing recognition of equivalence between standards has proved 
difficult in most cases. At present such agreements are rare outside of 
business-to-business food safety standards (Fulponi, 2007). Here the Global 
Food Safety Initiative (GFSI), under the aegis of the Consumer Goods Forum 
(formerly CIES), has succeeded in establishing a quadrilateral agreement 
whereby British Retail Consortium (BRC), Dutch HACCP, Safe Quality Food 
(SQF) and International Food Standard (IFS) give mutual recognition to each 
others’ standards. The Consumer Goods Forum is a trade organization made 
up of 400 major multiple retailers and food manufacturers and the explicit 
mandate of GFSI was to ‘drive cost efficiency in the supply chain and reduce 
the duplication of audits’.° 


Ownership and governance 


Up to and including the 1990s, most agro-food standards initiatives tended 
to be owned by producers (organic standards), grass-roots organizations (fair 
trade) or retailers (private food safety standards). As is widely recognized 
in the literature, the main development since — dating from the birth of 
FSC in 1993 — has been the rise of ‘multi-stakeholder’ standards. These are 
so far all in the ethical and environmental areas and are owned by NGOs 
together with either producers and distributors or retailers and branders, or 
both. Multi-stakeholder initiatives are especially evident in the Anglo-Saxon 
countries, Switzerland, the Netherlands and the Nordic Countries. 

Klooster (2005), Bernstein and Cashore (2007) and Ponte (2008) depict the 
first generation of such initiatives as following a common ‘natural history’. 
The process starts with NGO campaigns, normally in the form of consumer 
boycotts exposing bad practices. The boycott phase concludes as a few firms 
recognize that self-verification in respect of avoiding such practices lacks 
legitimacy. At the same time NGOs recognize that boycotts entail certain 
problems, notably resource intensiveness and unintended consequences. 
In a second phase NGOs reformulate their principles in more operational 
form; and some firms recognize that a market premium may be earned by 
publicly adhering to such principles. This second phase ends with an agree- 
ment to formulate a standard subject to third party certification. A third 
phase involves the elaboration of standards governance mechanisms that are 
commonly perceived, by NGOs and progressive firms, as securing political 
legitimacy for the standard. 

More recently, the literature recognizes that some new multi-stakeholder 
initiatives by-pass certain of these stages (Ponte, 2008). Moreover, a number 
of other trends have been identified. These include a widening of ‘stake- 
holders’ to include trade unions and local community organizations, the 
emergence of multi-stakeholder initiatives in developing countries (such as 
the Horticultural Ethical Business Initiative in Kenya) and the unveiling 
of ‘omnibus’ or cross-sectoral multi-stakeholder initiatives, such as the UK 
Ethical Trading Initiative (ETI). A further development is that governments 
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financially sponsor such initiatives, for example, the UK government in 
relation to ETI. 

One result of the rise of multi-stakeholder initiatives has been for own- 
ers of other types of standards to reform their ownership structures. Hence 
GlobalGAP for example has introduced a category of associate membership, 
opening up for participation by Rainforest Alliance and the Ghanaian Min- 
istry of Agriculture, amongst others.° Moreover, earlier multi-stakeholder 
initiatives that were established without much developing country partic- 
ipation have undertaken organizational changes aimed at rectifying this 
situation (Ponte, 2008). 

The uniformity of this trend reflects a tendency for standards themselves 
to be standardized, particularly in respect of governance. Governance of 
multi-stakeholder standards usually reflects a set of common norms, inher- 
ited from the FSC model (Bernstein and Cashore, 2007) and subsequently 
codified by the International Social and Environmental Accreditation and 
Labelling Alliance (ISEAL).” These include organization of different inter- 
ested parties in separate ‘chambers’ — and sometimes sub-chambers — with 
equal voting rights on a common governing body in order to assure ‘deci- 
sion making by a consensus of interested parties’ (ISEAL, 2006). They also 
include making standards available in the public domain, reviews of stan- 
dards at least every five years, use of public consultation when revisions to 
standards are proposed, publication of written responses to contributions 
to public consultations and provision of ‘meaningful opportunities for par- 
ticipation in standards consultations by all parties who will be affected’ 
(ibid.). 

The promulgation of norms in relation to social and environmental stan- 
dardization reflects the increasing degree of institutionalization enjoyed 
by expert knowledge in this area. Arguably, experts acquire greater auton- 
omy and authority as a result of consensus-based decision-making being 
assigned explicit priority. Since open horse-trading is frowned on, prob- 
lematic decisions tend to be referred to parties deemed to be politically 
neutral. Some more recent multi-stakeholder initiatives even have techni- 
cal experts sitting together in distinct ‘chambers’ (Ponte, 2008). O’Rourke 
(2006) detects a trend for NGOs to become more prominent in multi- 
stakeholder initiatives over time. This may be the case with some such 
initiatives: but it is important to note that even where this occurs, it too 
may be on the basis of claims to special types of expertise such as ‘par- 
ticipatory auditing’, rather than reflecting the triumph of NGOs’ political 
arguments. 


Standards implementation and control 


Whether standards or standards-based regulations are implemented ‘to the 
letter’ is obviously critical to their status as barriers. The more general lit- 
erature on ‘governing through standards’ suggests that implementation in 
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this form is not common. This reflects, amongst other things, the intrinsic 
complexity of many standards and regulations, limitations in surveillance 
capacity, intrinsic difficulties in detecting certain types of non-conformity 
and social and economic pressures on inspectors or auditors. Furthermore, 
just as standards development is subject to expert colonization, so too is 
conformity to standards — on both sides of the process. Hence, according to 
Power (2003), implementation of standards may involve ‘elaborate games 
of compliance’, including constructions of consultation by some specialists 
and representations of corporate performance by others. This important sub- 
ject is little explored in the agro-food standards literature and, where it has 
been, contributions do not point in a clear direction. 

Implementation and control of standards affects agro-food trade from 
developing countries through: (1) international assessment and approval or 
accreditation of national systems of control in exporting countries, includ- 
ing laboratory testing capacity (Golub and Mbaye, 2002; Jaffee and Henson, 
2004; Jensen, 2005; Ponte et al., this volume; Akyoo and Lazaro, this vol- 
ume); (2) food safety-related border controls in developed countries (Jaffee 
and Henson, 2004; Gibbon, 2006a; Broberg this volume; Bang-Andersen this 
volume); (3) accreditation and control of private certification and inspection 
bodies (Gibbon, 2006a); and (4) the working practices of private certification 
and inspection bodies (Ponte, 2008). 

The literature on the first of these issues suggests that, as far as interna- 
tional assessment of national systems of food safety control in exporting 
countries is concerned, the picture is somewhat uneven. Quite a large num- 
ber of low income countries have managed to get onto the EU’s List 1 of 
countries subject to reduced levels of control for import of fishery prod- 
ucts, as a result of positive assessments of their systems of national control. 
This achievement has been largely the result of the upgrading efforts of pri- 
vate operators and public authorities in the countries concerned, but it has 
also reflected EU inspectors’ flexible interpretation how many stages in the 
export chain need to implement HACCP or risk assessment procedures. Cer- 
tainly in the cases of Senegal and the countries bordering Lake Victoria, the 
interpretation applied has been consistent with the survival of artisanal par- 
ticipation in fishery chains destined for the EU (Ponte, 2007). On the other 
hand, Jaffee and Henson (2004) suggest that flexible interpretation by EU 
authorities is less evident in relation to meat exporting countries (see also 
Perry et al., 2005; Scoones and Woolmer, 2009). 

As regards border controls, the literature reports two apparently unrelated 
findings. The first is great unevenness between developed countries in exer- 
cising border controls (Gibbon, 2006a; Bang-Andersen, this volume), while 
the second is an overall trend for border controls to be applied more fre- 
quently in relation to agro-food imports from developing countries (Jaffee 
and Henson, 2004; Bang-Andersen, this volume). On accreditation and con- 
trol of private certification and inspection bodies, Gibbon (2006a) reports 
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that the situation within the EU closely reflects that in respect of border con- 
trols, with Northern European countries applying more consistent controls 
than Southern ones. 

The working practices of certification and inspection bodies, particularly 
in developing countries, is an almost unexplored topic — with Ponte (2008) 
appearing to be the only study in this area. Ponte observes that certifica- 
tion of the South African hake fishery to MSC standards was also achieved 
through requirements being interpreted flexibly, against a background where 
MSC was very interested in increasing its number of certified developing 
country fisheries. He also notes that the main focus of verification exer- 
cises was on documentation of management systems, although certifiers also 
fudged certain issues within this area. 

A general conclusion from the literature in this area is that standards and 
standards-based regulations are not fully enforced in a consistent way. How- 
ever, research in the area is insufficient to draw more precise conclusions 
about implications for African agro-food exports. 


Standards, global value chain restructuring and exclusion 


Two broad perspectives on the relation between development in standards 
and developments in value chain structure are found in the literature. The 
first is that of Reardon and Huang (n.d.) and others, who argue that develop- 
ments in standards are a major source of value chain restructuring, leading 
to these chains becoming shorter (as layers of suppliers are dropped) and 
thinner (as fewer and larger players survive and greater vertical integration 
becomes the rule). 

The other is the position taken in Gibbon and Ponte (2005). Here, value 
chain restructuring is seen as arising largely independently of developments 
in standards, primarily as a result of greater economic concentration at the 
developed country end of chains (increasing buyer power) and financial 
market pressures towards externalizing an increasing range of functions orig- 
inally undertaken by buyers. A central aspect of this change is the emergence 
of a category of ‘first tier supplier’, across a wide variety of value chains, 
who provide a full supply chain management service to lead firms. Stan- 
dards fit into this picture by providing means for lead firms to govern some 
aspects of product quality at a distance, through first tier suppliers. But it is 
buyers’ escalating demands in terms of more conventional aspects of prod- 
uct specification, volume requirements, continuity of supply and delivery 
conditions that are the primary reasons for shake-out of second and third 
tier suppliers. Thus, the greatest degree of shake-out has been experienced 
in the relatively standards-light chains driven by large discounters such as 
Wal-Mart. 

As Reardon and Huang also cite, with ‘demands for suppliers at each link 
to have a wider range of capacities and to perform them more efficiently’ 
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(ibid.) as a ground of value-chain restructuring, there is considerable overlap 
between these positions. But they differ in emphasis in terms of the types 
of value chain restructuring focused upon in relation to standards. While 
those following the Reardon and Huang argument are most concerned with 
general rationalization of value chains, those closer to the Gibbon and Ponte 
position are also interested in the differentiation of new standards-specific 
value chain strands. 


Standards-based differentiation of value-chain strands 


Traditionally, segregated strands of value chains tended to be established 
where buyers were interested in securing consistent access to product 
with some proprietary technical specification. Rondet (1997) and Daviron 
(2002) describe this occurring for specialty rubber in the early 1990s. 
Buyers wanted rubber with particular processing behaviour characteris- 
tics, which initially proved impossible to translate into a tree variety or 
husbandry specification. Thus they entered intensive, long-term relations 
with particular estates aimed both at defining relevant product charac- 
teristics and at stabilizing a production procedure ‘from the tree to the 
tyre factory yard’ reproducing them. Over time a new product, a stan- 
dard, a form of certification and a differentiated value chain strand thus 
emerged. 

New value chain strands have similarly emerged in some chains where 
environmental or ethical norms or new product quality requirements are 
required by standards, especially where there is (also) a requirement for 
‘chain of custody’ traceability. Examples include production certified to, 
amongst others, FSC, organic, Rainforest Alliance, UTZ CERTIFIED and Fair- 
trade standards. These strands are nonetheless less differentiated than those 
described for rubber, since in each case producers and intermediaries can and 
do sell product into ‘conventional’ chain strands. 

Differentiation of standards-based strands is often associated with change 
in chain structure, although this differs from chain to chain. No change 
occurred in the FSC chains dominated by large furniture retailers, who 
simply leveraged their equally large developed country suppliers into con- 
formity (Klooster, 2005). However, the specialty rubber chain referred to by 
Rondet and Daviron shortened and became more exclusive, since the tyre 
companies involved used only estates as partners. In the case of standards 
typically applied in the coffee and cocoa sectors, chains have also been 
rationalized, but mostly not at the expense of smallholders. Although in 
Africa only estates are currently certified to the Rainforest Alliance standard, 
UTZ CERTIFIED, Fairtrade and organic standards are applied to smallholder 
production - in the latter two cases almost exclusively. For each of these 
standards the main change in chain structure provoked is an elimination of 
intermediaries between smallholders and international trading companies 
or processors. 
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Exclusionary thinning and shortening of chains 


Most of the reasoning behind the ‘thinning and shortening’ argument 
derives from the economic literature on food safety standards compli- 
ance, with its emphasis on the lumpy physical investments required, the 
economies of scale that apply and the demands for new management capac- 
ities that arise (for example, Unnevehr and Jensen, 1999; Antle, 1999; Buzby, 
2003). Smaller operators lack the scale and financial and human resources 
necessary for successful compliance and are thus likely to lose market access. 

However, systematically enhanced capacities are not required by all stan- 
dards in practice, including those applied to African agro-food production. 
For example, where cooperatives already exist, compliance obstacles to Fair- 
trade standards are mainly confined to costs of certification. The same 
applies to organic standards, since their central requirement (non-use of syn- 
thetic chemicals) is already met involuntarily by most African smallholders. 
As regards standards such as Rainforest Alliance, UTZ CERTIFIED, FSC and 
MSC which may be associated with additional categories of conformity cost, 
non-conformity is not generally associated with loss of market access in the 
North. In the case of cocoa and coffee there will not even necessarily be 
a loss of access to premium export prices. This is because for these crops 
traditional quality attributes such as low moisture content remain or may 
even have become more salient in both certified and conventional markets.’ 
Attaining this attribute only requires smallholders to invest more labour in 
post-harvest processing. 

If ‘exclusion’ is taken to refer to loss of export market access for a given 
product, then it is only in the case of fresh fruit and vegetables (FFV)? 
that there is evidence of generalized smallholder exclusion, at least in the 
absence of donor intervention. But the evidence in this case is comprehen- 
sive, spanning FFV export chains in Cote d’Ivoire (Minot and Ngigi, 2004), 
Ghana (Danielou and Ravry, 2005), Kenya (see, amongst others, Graffham 
et al., 2008), Senegal (Maertens et al., 2007; 2008) and Zambia (Graffham 
and MacGregor, 2008). In Kenya, 79 per cent of the 9,000+ smallhold- 
ers supplying 11 of the 18 major exporters with peas and beans in 2003 
had been eliminated by mid-2006 (Graffham et al., 2008). In Senegal, an 
80 per cent fall in the number of smallholders farming green beans for export 
occurred between 1998 and 2007 (Maertens et al., 2007), while smallholders 
were totally eliminated from the tomato export chain over the same period 
(Maertens et al., 2008). In Zambia, 95 per cent of the smallholders involved 
in the fresh vegetable export chain in 2003 had been eliminated by 2006 
(Graffham and MacGregor, 2008). 

Where to attribute causality remains an open question. Has exclusion 
occurred because FFV chains (unlike those for coffee or cocoa) are driven 
by large supermarkets? Or is it because of the stringency of GlobalGAP 
rules? Or is it perhaps because of the special properties of FFV (for example, 
high perishability and vulnerability to pest damage), particularly in African 
environments? 
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Gibbon (2003) argued that large supermarkets are the main driver of 
exclusion, citing evidence from mainland Europe showing that where reg- 
ulation has preserved a role for independent wholesale markets (such as 
in France and Spain), more FFV sourcing from Africa is based on small- 
holder cooperatives. At that time, the mainland EU markets referred to were 
standards-light ones. Since then, mainland Europe has witnessed a combina- 
tion of retail market concentration and the application of stricter standards. 
And, as acknowledged by Gibbon (2003) and subsequently underlined by 
Sergeant (2008), imports from Africa from all sources make up a much 
smaller share of total developed country FFV sales through non-supermarket 
channels than they do through supermarket channels. This is because 
of the general absence of counter-seasonal FFV from non-supermarket 
channels. 

Results from the Regoverning Markets programme reported by Reardon 
and Huang (n.d.), comparing levels of exclusion associated with supermar- 
ket chains in six developing countries and Poland and Turkey, appear to 
support the argument that it is in chains where large lumpy investments are 
required to maintain participation in supermarket chains that most small- 
holder exclusion occurs. These requirements include irrigation as well as 
cooling equipment and are neither confined to FFV nor — contrary to the 
authors’ conclusions — necessarily related to escalation in food safety stan- 
dards. It is also worth recalling Jaffee’s (2003) observation that the reduction 
in smallholder participation in Kenyan horticultural chains between 2000 
and 2002 mainly related to adoption of new FFV varieties whose cultivation 
required artificial lighting. 


Welfare effects of exclusion 


Existing discussions concerning the welfare effects of inclusion or exclusion 
are also largely focused upon the FFV sector, although there is a limited 
related discussion of smallholder costs and benefits of inclusion in chains 
to which ‘sustainability standards’ are applied. With a few exceptions, the 
latter discussion is mainly based on qualitative evidence. Where quantita- 
tive methods have been used (Pariente, 2000; Bacon, 2005; Giovannucci 
and Potts, 2008) the results show that certification to sustainability stan- 
dards is associated with increases in prices, net incomes and income security, 
although none of the works cited distinguish benefits of conformity to stan- 
dards from benefits of participation in the schemes or cooperatives through 
which certification is generally organized. Nor do they control for biases in 
selection into such schemes. These problems are also evident with some of 
the FFV studies which will be discussed, although to a more limited degree. 

A theme of many recent contributions on the welfare effects of African 
smallholder exclusion from FFV export chains is that the consequences of 
such exclusion have to be set against benefits associated with employment 
on large FFV export farms, which is assumed to have grown as a result of 
smallholder displacement (Maertens et al., 2007; 2008; Humphrey, 2008). 
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This is sometimes linked to arguments that even where smallholders remain 
in such chains, the benefits they derive are limited. 

In respect of net household benefits to smallholders from participation in 
GlobalGAP-certified FFV production, different studies report wildly incon- 
sistent results.!° Gogoe (2002) for 10 Ghanaian pineapple smallholders, 
Graffham and MacGregor (2008) for 25 Zambian fresh vegetable smallhold- 
ers, Graffham, Karehu and MacGregor (2008) for 102 Kenyan fresh vegetable 
smallholders and Asfaw et al. (2008) for a Kenyan fresh vegetable small- 
holder sample of undisclosed size report annual net incomes from farm 
production below US$750. On the other hand, McCulloch and Ota (2002), 
based on a somewhat larger sample, and Mwangi (2008) based on a sample 
of 1020, both report means around US$2000. McCulloch and Ota include 
the value of own-farm consumption in their figures, whereas most of the 
first group of studies mentioned do not (although details are sketchy), but 
this seems unlikely to explain the differences. 

Two studies from Kenya and Senegal, respectively, comparing household 
incomes from smallholder FFV export production with incomes of house- 
holds with members employed on FFV farms (McCulloch and Ota, 2002; 
Maertens et al., 2007) at least provide results pointing in the same direction. 
In the Kenyan study, smallholder household incomes are over three times 
higher than farm workers’ household incomes, while in the Senegal one 
they are 70 per cent higher. However, both studies also show that house- 
holds with members employed on large FFV farms have household incomes 
roughly double those of households dependent on other forms of employ- 
ment. A similar result on benefits of large farm employment is reported by 
Maertens et al. (2008), in relation to the Senegalese tomato sector. This study 
further finds that households with employment on large farms tended to be 
larger and to have less land than those who did not. 

Broadly, it is unsafe to conclude from these studies that smallholder ben- 
efits from participation in certified FFV export chains are negligible, or that 
their elimination is fully compensated for by benefits from employment on 
large farms. The studies whose methodologies are more fully described sug- 
gest that smallholder revenues are both substantial and much higher than 
those of large farm workers. Any assessment of aggregate welfare outcomes 
of the different types of participation in certified FFV production would at 
least need to consider data on smallholder numbers and numbers of persons 
employed on both large and small FFV farms. 


Interventions aimed at greater inclusivity 


The literature identifies three types of intervention aimed at improving 
developing country - and in particular developing country small-scale pro- 
ducer — access to those export markets requiring conformity with new 
generations of standards: (1) support to national systems of conformity and 
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conformity assessment; (2) design of more smallholder-friendly conformity 
assessment procedures; and (3) support for upgrading smallholder capacity 
to conform. 

If only because most such interventions are financed through develop- 
ment assistance, and because donors find it easiest to provide assistance 
on a government-to-government basis, the most common type of interven- 
tion until recently has been the first of those listed. This entails support 
to Ministries or other national institutions designated by the EU system 
as ‘Competent Authorities’ for managing food safety, mainly in respect of 
capacity building and infrastructure. It has also entailed similar support to 
national standards institutions and national laboratories (aimed further in 
these cases at supporting their international accreditation and their par- 
ticipation in international standard-setting). In countries with perceived 
potential for meat exports there has also been support for epidemiological 
surveillance. The reasoning behind this support is that functioning Compe- 
tent Authorities are a pre-condition for market access, that participation in 
international standard-setting will both generate more developing country- 
friendly standards and spill-over effects in domestic institutions and that 
international accreditation of conformity assessment bodies will reduce local 
costs of certification (cf. Jaffee and Henson, 2004). 

While the literature discussing such interventions generally confirms that 
there are benefits from support to Competent Authorities’ efforts to develop 
functioning food safety systems,” it is more sceptical in respect of sup- 
port to standards institutions and laboratories — whether this is in relation 
to international standard-setting or to improving local conformity assess- 
ment capacity. Data on developing country participation in international 
standard-setting bodies is thin and it may well be that there has been little 
improvement in its level. On the other hand, there is equally little evi- 
dence that more recent standards or standards revisions are more developing 
country-friendly, except in regard to conformity assessment arrangements, 
which will be discussed separately in a moment. According to van der Meer 
(2007), moreover, little or no evidence of local spill-over effects from this 
participation can be detected. 

Van der Meer argues that support to improved developing country con- 
formity assessment capacity is usually also ineffective. This is because ‘the 
most important capacity in a country in successfully managing complex 
food safety...systems is not necessarily ...technical...but rather [that] to 
make holistic assessments of long-term interests, and periodically a com- 
prehensive strategy and action plan. [But] the reality is far removed from 
this. [Such] capacity is often absent... [and] countries still have difficulties 
in articulating their needs’ (2007: 289-290). 

Van der Meer explains this in terms of overlapping responsibilities 
and competition between agencies and ministries and lack of external 
accountability. As a result, donors are mainly presented with uncoordinated 
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shopping lists for training, laboratory equipment, for institutions lacking 
surveillance or other work programmes or operational budgets that could 
support them. This in turn means such investments that donors undertake 
have low impact. The private sector meanwhile makes its own arrangements, 
either along their own value chains by using foreign buyers as informa- 
tion and testing sources, or by reducing ambitions and exporting only to 
standards-light markets. 

Design of more smallholder-friendly conformity assessment processes 
appears to have originated in the organic sector in the late 1990s in the 
guise of ‘internal control systems’ (ICSs). Such systems were soon after 
granted recognition in the EU Organic Farming regulation (though exclu- 
sively for developing country production). They entail obligatory individual 
farm registration and checks that each farm’s certified sales do not exceed its 
registered output capacity. But they require annual inspection of all farms 
only by trained internal inspectors. Certification is based on an evaluation 
of the records of the internal control system and on external inspection of 
a sample of scheme members, with the sample size subject to modification 
in line with certification bodies’ assessment of the system’s risk level. ICSs 
thus entail an elaborate internal management system but reduce unit costs 
of external certification by up to 90 per cent. 

Most other sustainability and ethical standards applied in developing 
countries have developed similar arrangements or are in the process of doing 
so. For example, FSC launched a ‘Small and Low Intensity Managed Forests’ 
initiative in 2001-02, with lower sampling frequencies, streamlined tech- 
nical requirements and requirements for consultation only with local as 
opposed to national stakeholders (Klooster, 2005). GlobalGAP developed 
Option 2 for smallholders in 2005. Group certification in this case allows for 
collective marketing and some collective infrastructure, including an office, 
a plant protection materials store, a pesticide disposal pit, a waste disposal 
pit, a grading shed and charcoal coolers. However, traceability and pesticide 
residue testing requirements remain targeted at the individual farm level and 
the Quality Management System requirements are increasingly exacting (see 
above). 

Because of their technically demanding character, implementation of ICS- 
type models calls for a special type of expertise and as a result a new layer 
of consultants has emerged in many developing countries, concerned with 
their design and with providing training to expedite their operation. In the 
coffee sector there are enough different standards with (varying) ICS-type 
arrangements to make it worthwhile for some international coffee trading 
companies (for example, Neumann, Efico) to set up foundations to channel 
donor funding for provision of specialist consultant advice. 

Donor support to such foundations overlaps with direct support to certifi- 
cation on the one hand and to the promotion of farmer institutions whose 
members can be subjected to certification on the other. Both are extremely 
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widespread. A survey of organically certified exporters in Uganda in 2006 
reported that all, without exception, had received support from at least one 
donor for certification-related purposes and that some had received support 
from up to seven different donors (Gibbon, 2006b). In this case the aver- 
age volume of support was not great (see Gibbon et al., this volume). In the 
case of GlobalGAP certification, on the other hand, the volume of support 
seems very substantial. Graffham et al. (2008) report that donors contributed 
on average US$436 per smallholder to the investment costs associated with 
smallholder compliance in Kenya, plus making a contribution to recurrent 
costs. Smallholder certification to GlobalGAP in Kenya was supported by 
DfID, GTZ, USAID, the EU’s COLEACP/PIP programme and the World Bank 
(Humphrey, 2008). 

The promotion of farmer groups and similar institutions in order to cre- 
ate a demand ‘from below’ for certification through ICSs, as well as to reduce 
buyers’ transaction costs more generally — and thus to increase the likelihood 
of smallholder inclusion — is perhaps the most canvassed of all contempo- 
rary interventions in relation to standards. It is a central recommendation of 
the Regoverning Markets programme (Proctor and Digal, 2008) as well as of 
the DfID-supported ‘Standard Bearers’ programme (de Battisti et al., 2008). 
Though intuitively appealing, in practice it is fraught with problems. Many 
of these stem from the sorry history of cooperative farmer organization in 
Africa. In East Africa this started promisingly during the inter-war period as a 
movement of better-off farmers aimed at by-passing the arbitrary power over 
markets enjoyed by chiefs appointed by the colonial authorities. However, 
already by the 1940s the colonial authorities had established departments 
of government aimed at forming and promoting cooperatives and from this 
point on cooperatives mainly played the role of regulating markets on the 
state’s behalf. They also became notorious for corruption. As a result, farmers 
are normally cynical about efforts to organize anything resembling them, 
and such organizations as do emerge often reproduce the rent-seeking of 
their predecessors. 

None of this appears to have diminished donor enthusiasm for their 
support. Thus, Ouma (2008) observes in relation to interventions aimed 
at GlobalGAP certification in Kenya that ‘there was a strong focus on 
farmer groups, regardless of linkages to exporters, track record, the nature 
of their internal management or their resource endowments’. This prob- 
ably contributed to the high casualty rate amongst such interventions. 
Only two of the six donor-supported GlobalGAP group certification arrange- 
ments examined by Graffham, Karehu and MacGregor (2008) were running 
efficiently. 

It is worthwhile considering what an alternative policy agenda might look 
like. This would continue with support for upgrading the capacities of Com- 
petent Authorities but complement this with another point of departure. 
This would be to step back and analyse the practical experiences of those 
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private sector operators, particularly those sourcing from smallholders or 
artisanal producers, who have successfully negotiated conformity with the 
new generation of export market standards. It is critical to understand what 
these operators do that enables successful conformity, what facilitates their 
conformity most and what hinders it. It seems that many of the resources 
making this possible are obtained from other actors in their own value 
chains rather than from other environments. Therefore, it is also critical 
to determine how support directed along existing value chains can enable 
conformity to be scaled up and generalized. 


The contributions to this volume 


This volume aims at deepening and extending the areas of discussion 
reviewed above, mainly but not only with empirical reference to East Africa. 
It does so along three thematic lines on: (1) the content, coverage and pro- 
liferation of standards; (2) the governance of standards, local participation 
and issues related to conformity; and (3) value chain restructuring, inclusion 
or exclusion dynamics and welfare outcomes. The remaining part of this 
section indicates the thematic contribution of the various chapters of this 
volume, while Chapter 11 will compile and compare their empirical results. 

Trends in the numbers of standards, and in competition between them, are 
discussed by Bolwig and Gibbon (Chapter 2) in relation to the emergence 
of product carbon footprinting as a new area of standards proliferation, 
and by Riisgaard (Chapter 7) in respect of standards dealing with labour 
issues. Ponte et al. (Chapter 9) also take up the issue of the inter-relation 
between different standards, but in terms of the capacity of standards in one 
area (environment) to amplify or mitigate outcomes provoked by successful 
conformity to standards in another area (food safety). 

Trends in the content of standards and standards-based regulation are 
examined in detail by Broberg (Chapter 10) in relation to the new EU food 
safety regime as they are by Bolwig and Gibbon (Chapter 2) in respect of 
product carbon footprinting standards. Both chapters examine the coverage 
of the new standards, how they attribute responsibility for implementation 
and how they require implementation to be demonstrated. Broberg (Chap- 
ter 10) builds on the analysis of these questions to ask whether claims are 
justified that the new regime represents an increased burden to developing 
country exporters. 

Issues of governance in standards initiatives are explored particularly 
by Riisgaard (Chapter 7). Her chapter examines how standards devised in 
developing countries are managed and implemented in developing ones, in 
relation to the pre-existing alignments of local political actors and the oppor- 
tunities represented to these actors through buying into standards. Issues of 
implementation and control in relation to food safety standards are also 
addressed, in Bang-Andersen’s Appendix to Chapter 10. 
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On issues of conformity, Akyoo and Lazaro (Chapter 3) contribute a case 
study on the public standards conformity apparatus in Tanzania. Reflect- 
ing the issues raised in earlier sections of this chapter, they pose questions 
not only about the level of current capacity but also about its distribution, 
what it is used for and the extent to which it is guided strategically. Gibbon 
et al. (Chapter 4), and to some extent Lazaro et al. (Chapter 6), examine 
what institutional features arise to facilitate compliance in Africa, focusing 
on contract farming in particular. The issue of whether standards are com- 
plied with ‘to the letter’ or not is handled in Chapter 6 on sustainability 
standards, Chapter 7 on cut flower standard initiatives and Chapter 9 on 
fish export standards, fishery management and ecolabelling. 

Standards-related value chain restructuring in East Africa is examined in 
detail by Gibbon et al. (Chapter 4) and by Mbiha and Ashimogo (Chapter 5) 
for chains for organic products, by Lazaro et al. (Chapter 6) for chains to 
which GlobalGAP, UTZ and different ethical standards have been applied 
and by Kadigi et al. (Chapter 9) for the Nile Perch export chain. These chap- 
ters ask to what extent, in the wake of the application of new generations 
of standards, participation by small producers has increased, remained the 
same or been reduced - and for what reasons. In reviewing these issues, 
these chapters also describe the consequences of donor-driven initiatives to 
promote inclusiveness. 

While Lazaro et al. (Chapter 6) provide a mainly qualitative analysis of 
welfare outcomes of participation in certain standards-heavy chains, Gibbon 
et al. (Chapter 4) and Kadigi et al. (Chapter 8) provide detailed quanti- 
tative analyses, in both cases comparing outcomes for chain participants 
with those of non-participants. Gibbon et al. (Chapter 4) present a mainly 
econometric analysis of effects of participation effects in six different organic 
contract farming schemes in East Africa, while Kadigi et al. consider effects 
for several different categories of participants in export and non-export 
fishery chains emanating from Lake Victoria. 

Ponte et al. (Chapter 9) complement the contributions of Broberg (Chap- 
ter 10) and Kadigi et al. (Chapter 9) by tracing, first, how the East African Nile 
Perch sector responded to the challenge of the new EU food safety regime 
and succeeded in maintaining market access and, second, the environmen- 
tal consequences of this success. They furthermore link to the issue of donor 
interventions aimed at improving local capacity for standards conformity 
by examining the evolving content and scope of the relationship between 
government and private sectors. 


Notes 
1. Outside Europe it is perhaps most noticeable in Australia and New Zealand. 


2. This process is also evident in respect of ethical standards in, for example, the 
clothing sector (cf. Fransen and Burgoon, 2008). 
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. The International Social and Environmental Accreditation and Labelling Alliance 


(ISEAL), a body whose aims include setting norms for social and environmen- 
tal standard-setting, prescribes in its 2006 Code of Good Practice that ‘Standards 
should be expressed in terms of a combination of process, management and 
performance criteria, rather than ...descriptive characteristics’ (ISEAL, 2006). 


. Under Option 2 (Group Certification) central plant protection material stores have 


to be a minimum 1.7m x 1.2m x 1.5m and are required to be constructed with 
a cement base, brick walls, a bunded entrance, a wooden door with a lock and a 
ventilated metal roof (Graffham and Cooper, 2008). 


. Source: www.ciesnet.com/2-wwedo/2.2.../2.2.foodsafety.gfsi.asp, date accessed 2 


June 2009. 


. In 2008, GlobalGAP also appointed ʻin collaboration with DfID and GTZ’ 


an ‘Observer for Africa and Smallholder Ambassador’, Johannes Kern, 
www.openpr.com/. ../Focus-on-Smallholders-EurepGAP-Appoints-an-Observer-for- 
Africa.pdf, accessed 26 July 2009. 


. See note 3. 
. In the case of cocoa, price differentiation also applies in relation to bean clean- 


liness and freedom from mould. Thus, the tendency towards marginalization of 
traditional quality attributes described by, for example, Fold (2002) is far from 
comprehensive. There are parallels with cotton, where the salience of traditional 
quality attributes like freedom from stickiness has recently increased (Fok, 2002). 


. Minten et al. (2007) provide an example of a processed vegetable chain in Mada- 


gascar where no rationalization has occurred. The scheme described, which 
incorporates 9000 smallholder green bean farmers exporting to the mainland 
Europe market, was not GlobalGAP certified. Interestingly, Mwangi (2008) states 
that in 2006, while there were only 2210 smallholders certified to GlobalGAP 
for fresh vegetable production, there were 6000 certified to the same standard’s 
processed vegetable rules. 

In order to make comparisons easier, all income results have been converted to 
US$ from the currencies they are reported in the original studies, using average 
conversion rates for the year in which the survey is reported to have occurred. 

cf. Jensen (2005) on French support to Senegal. 
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Introduction 


Concern over climate change has stimulated interest in estimating the total 
amount of greenhouse gasses (GHG) produced during the different stages in 
the ‘life-cycle’ of goods and services — that is their production, processing, 
transportation, sale, use and disposal (Brenton et al., 2008; Edwards-Jones 
et al., 2008; @resund Food Network, 2008). In this chapter we refer to the 
outcome of these calculations as product carbon footprints (PCFs), where 
‘carbon footprint’ is the total amount of GHGs produced for a given activity 
and ‘product’ is any good or service that is marketed. PCFs are thus dis- 
tinct from GHG assessments performed at the level of projects, corporations, 
supply chains, municipalities, nations or individuals. 

A PCF like other GHG assessments is expressed in terms of global warm- 
ing potential (GWP). GWP embraces the impact of different GHGs (CO:, 
N20, CHy, O3, and so on) on global warming and the GWP of all GHGs 
are expressed in terms of the impact on global warming of the equivalent 
weight (usually in grams or kilograms) of CO,—equivalent (CO;2e). This is 
because the GWP of a given volume of a GHG varies between the different 
GHGs (for example, the impact of 1 kg of CH, on global warming is equiv- 
alent to 25kg of CO2). After summing up all the GHGs produced at each 
stage in the life of the product, the PCF can then be expressed as grams or 
kilograms of COze per unit of product. For example, the carbon footprint 
of a 330ml can of Coke that has been purchased, refrigerated, consumed 
and then recycled by a consumer in the UK is 170 g COze (Coca Cola Great 
Britain, 2009). We emphasize, however, that very different footprint val- 
ues for the same product and country can be obtained, depending on the 
databases and calculation methods used (Kejun et al., 2008; Edwards-Jones 
et al., 2009). 

There are both private and public standards for how to calculate (and 
reduce) the carbon footprint of products and for how to verify and report 
PCF information. The development of public PCF standards is at a very early 
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stage. The first with the ambition to cover a wide range of diverse products, 
PAS 2050, was published in October 2008 by the British Standards Insti- 
tute, while the International Organization for Standardization (ISO) started 
work to develop a ‘carbon footprint of products’ standard (ISO/NP 14067- 
1/2) in late 2008 (ISO, 2008a). The World Resources Institute (WRI) and the 
World Business Council on Sustainable Development (WBCSD), authors of 
the widely used Greenhouse Gas Protocol (hereafter GHG-P) for project and 
corporate level GHG assessments, started to develop their Product and Sup- 
ply Chain GHG Accounting and Reporting Standard in September 2008. This 
new standard, expected to be published in May 2010, will include guide- 
lines on both product life-cycle accounting and calculation and reporting of 
corporate ‘Scope 3’ emissions (corporations’ indirect emissions, other than 
those already counted under ‘Scope 2’ which refers to emissions from gen- 
eration of bought-in energy) (Greenhouse Gas Protocol, 2009). The eventual 
ISO and WRI-WBCSD standards are not likely to differ much from the PAS 
2050; firstly, because the PAS 2050 builds on earlier GHG assessment stan- 
dards of ISO and WRI/WBCSD (see below) and, secondly, because PAS 2050 
is formally recognized in relation to the ISO/NP 14067-1/2 process and is 
a major source of input to the WRI/WBCSD work. Finally, in Japan, the 
Ministry of Economy, Trade and Industry initiated the development of a 
voluntary PCF scheme in June 2008; a trial project period commenced in 
April 2009 and will cover 57 different products (Ikezuki, 2009). 

Public standards and regulations pertaining to the carbon footprint of 
transport fuels are also of recent date. The EU Renewable Energy Directive, 
formally adopted in March 2009, requires transport biofuels to save 35 per 
cent in GHG emissions relative to fossil fuels, rising to 60 per cent by 2018 
(EC, 2009a; Bolwig and Gibbon, 2009b). Similarly, the State of California has 
adopted a Low Carbon Fuel Standard, which from 2011 will require compa- 
nies to lower the overall carbon intensity of their various fuels at a rate that 
will increase every year until 2020, or else buy credits from companies that 
sell cleaner fuels (CEPA, 2009). 

This chapter is primarily concerned with private PCF schemes and stan- 
dards, which - except in the area of transport fuels — have developed at a 
faster pace than the public ones. A number of private certification schemes 
have emerged in the last couple of years that offer retailers and manufac- 
turers methodology and expertise to footprint their products, as well as in 
some cases procedures for verifying and certifying or labelling PCF asser- 
tions. The majority of these schemes are operated by private (for-profit or 
not-for-profit) consultants, while a few have been developed by manufac- 
turers or retailers. In the absence of any dominant public PCF standards, all 
these schemes except two, which use the PAS 2050 standard, can be regarded 
as supplying de facto private standards. 

In light of these observations, the aim of this chapter is to provide an 
overview of existing PCF schemes and standards that can help inform the 
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discussion of research priorities, policy options and public investments in 
this area. The second section briefly discusses the business and environmen- 
tal rationales of PCF as well as the possible risks and biases. This is followed 
by a discussion of the life-cycle analysis (LCA) methods and by international 
(ISO) standards that PCF may draw upon. Based on a global survey of 13 
private PCF schemes, we then examine some salient characteristics of PCF as 
carried out in practice, including the geographical and product coverage; the 
combination of PCF with other sustainability criteria; the approaches and 
methods used; the kind of certification offered; and the communication of 
the PCF information to consumers.' This is followed by a section considering 
how consumers perceive and respond to PCF. A final section concludes. 


Why carbon footprinting? 


It has been estimated that the consumable goods and appliances that the 
average consumer in the UK buys and uses account for 20 per cent of his or 
her total carbon emissions (not counting the energy to run them), of which 
food and non-alcoholic drinks, at 9 per cent, comprise the largest category 
(Carbon Trust, 2006).’ It is therefore worth investigating if and how influenc- 
ing consumers’ purchasing decisions through the provision of information 
about the global warming impact of different products can contribute to 
climate change mitigation. 

Surveys in several OECD countries suggest that consumers are increasingly 
interested in information about the climate impact of products, while they 
also indicate that many other factors besides a low-carbon footprint deter- 
mine what products end up in the shopping basket and that consumers 
are generally sceptical about the ‘climate-friendliness’ of retailers and man- 
ufacturers. As this chapter will show, some retailers and manufacturers have 
responded to these trends in consumer interests and behaviour by calcu- 
lating, and sometimes displaying, carbon footprints for a small number of 
products. In most cases these initiatives were not launched with the main 
purpose of increasing market share of the product itself through improved 
differentiation, but rather as part of a general effort to demonstrate com- 
mitment to climate change mitigation to consumers, and to lawmakers 
planning to introduce strict regulatory measures (for example in the UK), 
or as part of broader corporate social responsibility (CSR) policies. 

Calculating the carbon footprints of products can also help companies 
reduce GHG emissions at the levels of the corporation and the supply chain 
by identifying major emission sources as well as ways to achieve reductions 
quicker and at lower costs. Indeed, investing in reducing carbon footprints 
may give positive returns through significant energy-cost savings. Some 
argue that the core value for companies of PCF lies in these internal ‘car- 
bon management’ uses rather than in the public display of carbon footprints 
(carbon labelling). 
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On the other hand, PCF if adopted at a large scale could have significant 
cost and (negative) demand effects on producers and exporters in different 
parts of the world, including in developing countries (Edwards-Jones et al., 
2008). Research on the governance of global value chains for food products 
shows that retailers and other ‘lead firms’ located near consumers to a large 
extent define product quality standards and at the same time are able to 
push the cost of complying with these increasingly demanding standards 
(along with other performance requirements) down the supply chain to pro- 
ducers (Gibbon and Ponte, 2005). There is also a risk that PCF schemes and 
standards may involve discriminatory practices that affect competitiveness 
and trade (Brenton et al., 2008; Kasterine and Vanzetti, 2009). This is par- 
ticularly clear where special emphasis is placed on transport, for example 
by using life-cycle analysis only for this part of the product life-cycle. This 
will of course tend to favour domestic producers over more distant ones 
(Bolwig, 2008). 


Methodological issues in product carbon footprinting 


Life-Cycle Analysis or Assessment (LCA) is the basic method used in carbon 
footprinting. LCA ‘studies the environmental aspects and potential impacts 
throughout a product’s life-cycle (that is, cradle to grave) from raw mate- 
rial acquisition through production, use and disposal’ (ISO, 2006). Several 
methodological issues related to LCA stand out in the present context. First, 
there is no single LCA method that is universally agreed upon and there- 
fore no agreement on PCF calculation methods. Second, different definitions 
of the boundary of the LCA, in terms of which life-cycle stages, emission 
sources and GHGs area considered, will produce very different results (Btisser 
et al., 2008). Sensitivity analysis is therefore of key importance. Third, there 
is a lack of comprehensive data for LCA, data reliability is questionable and 
several databases with different data specifications (for example, in terms of 
reference units) are often needed to perform an LCA. Fourth, carbon foot- 
prints are rarely accompanied by detailed methodological accounts (or by 
the results of sensitivity analyses, if performed at all). They are therefore 
difficult to assess by third parties or to compare with the footprints of like 
products. Fifth, relatively few analysts have so far acquired the skills to carry 
out hybrid methods that combine environmental input-output analysis with 
LCA, which are the best option for product-level GHG assessments, as dis- 
cussed below. Sixth, the inherent complexity and lack of exactness of carbon 
footprint analyses contrasts with the need to communicate the results in a 
simple, clear and unambiguous way to consumers. 

There is a vast literature on LCA methodology which we cannot 
review here, including a dedicated journal, the International Journal of Life 
Cycle Assessment. The remainder of this section is mainly extracted from 
Wiedmann and Minx (2007), who discuss the different LCA methodologies 
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for calculating the carbon footprints of products or activities. They observe 
that the task of carbon footprinting can be approached from two different 
directions: bottom-up or top-down. Process Analysis (PA) is a bottom- 
up method, which has been developed to understand the environmental 
impacts of individual products (or processes) from ‘cradle to grave’. The 
bottom-up nature of PA-LCAs means that they suffer from a system bound- 
ary problem so that only on-site, mostly first-order impacts are considered. 
PA-based LCAs are also not suitable for the assessment of carbon footprints 
for entities such as households or industrial sectors (ibid.). 

Environmental Input-Output (EIO) analysis is a top-down approach and 
provides an alternative to process-based LCAs (ibid.). Input-output tables are 
economic accounts representing all activities at the meso (sector) level. In 
combination with environmental data they can be used to estimate car- 
bon footprints in a comprehensive way, taking into account all higher-order 
impacts and setting the whole economic system as boundary. But envi- 
ronmental IO analysis is less suitable for assessing micro systems such as 
individual goods and services, as it assumes homogeneity of prices, outputs 
and their carbon emissions at the sector level. A big advantage of IO- 
based approaches, however, is that they require much less time and labour 
to perform once the model is in place than do bottom-up process-based 
approaches. 

These considerations led Wiedmann and Minx (2007) to propose a hybrid- 
EIO-LCA approach to the assessment of micro systems, which integrates the 
PA and IO methodologies. In this approach, on-site, first- and second-order 
process data on environmental impacts is collected for the product system 
under study, while higher-order requirements are covered by IO analysis, 
drawing on generalized tools, such as the Bottomline’ tool (CenSA, 2009). 
Yet they also observe that while such hybrid assessments are considered 
state-of-the art in economic ecological modelling, the literature and mod- 
els are still new and few are at present able to carry them out in practice. 
While this situation will improve fast in developed countries, the capacity 
of most developing countries to carry out hybrid-EIO-LCA is likely to remain 
limited. 

There is scant discussion in the literature about the possible bias against 
developing countries imparted by using one type of PCF methodology rather 
than another (see Edwards-Jones et al., 2008). This revolves substantially 
around the issue of where system boundaries are set. Generally, the more 
direct and indirect inputs to the PCF that are considered, the fewer biases 
there should be against developing countries. Excluding, for example, emis- 
sions from the manufacture of capital goods used to produce footprinted 
products, as in PAS 2050, means a bias against labour-intensive industrial 
production systems could be imparted. This discussion parallels that of the 
implications of excluding ‘other indirect’ or Scope 3 emissions from cor- 
porate footprints (see next section). Another important issue is the lack 
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of appropriate LCA databases for developing-country conditions, implying 
high levels of uncertainty and subjectivity in PCF calculations, for example 
in relation to the use of default values for land use change (Edwards-Jones 
et al., 2009). 


ISO environmental standards and carbon footprinting 


Since 1997, ISO has published a number of standards that are relevant 
to carbon footprinting. This process is ongoing: in 2008 the organization 
announced that its Technical Committee 207 had begun a work programme 
on carbon footprinting of products (ISO, 2008b). 

The first ISO standards in this area to be issued were the ISO 14040 series 
dealing with LCA, which describe the procedures that should be followed 
in conducting LCAs. They were consolidated into two revised standards in 
2006, without substantial change. A second standard is ISO 14025 (2000) on 
‘Environmental labels and Declarations —- Type III Environmental Declara- 
tions’. This recommends the functional unit approach in communication of 
LCA results — as opposed to reporting mass or volume, which are considered 
as insufficient to allow comparison. This group of standards was adopted 
against a background wherein several approaches to LCA had been devel- 
oped over the previous two decades. There was a resulting danger that, as the 
method became more widely used, its results thus would be incommensurate 
and lack credibility. 

ISO 14064 (2006-07) has a somewhat different focus. This group of stan- 
dards is concerned not with the measurement of the overall environmental 
impact of the production, consumption and disposal of specific products 
or services over an unspecified time period, but with corporate and ‘project’- 
level GHG emissions within annual time frames. The immediate background 
is the emergence of a number of emission ‘cap and trade’ programmes or 
schemes, each with similar, though different, approaches to emission mea- 
surement and validation.* The wider background is the probable adoption of 
a mandatory scheme in the US and the probable integration of the US and 
other large emitters into a post-Kyoto Protocol agreement. These develop- 
ments have the potential to create a huge global market in emission credits* 
and to stimulate a substantial number of new offsetting projects in devel- 
oping countries, under the Clean Development Mechanism. In this context, 
these standards aim at facilitating a harmonized system for organization- 
and project-level carbon accounting. 

Although a Working Group that contained experts from 45 countries 
drew up ISO 14064 over a 4-year period, most of its elements appear 
to be derived from a single source, the GHG-P, launched in 1997 by 
WRI and WBCSD and revised in 2000 to include a corporate accounting 
and reporting protocol. Comparisons of the two standards (McGray, 2003; 
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Spannangle, 2003) agree that their main differences are that (i) GHG-P, 
unlike ISO 14064, provides detailed guidance notes and calculation tools, 
while (ii) ISO 14064, unlike GHG-P, covers verification. 

ISO 14064-1 deals with corporate GHG accounting while ISO 14064- 
2 deals with project accounting. ISO 14064-3 deals with validation and 
verification of GHG plans and accounts and ISO 14065 deals with the accred- 
itation of bodies that carry out third party validation or verification.® In all 
cases, the standards only lay down a series of managerial steps that shall be 
followed in planning, executing and monitoring activity. Specific actions to 
be taken at each step, for example the choice of methodologies for quan- 
tifying emissions or how to determine the skills of verifiers, remain at the 
discretion of the corporation or whatever regulatory authority manages a 
scheme. In this sense there is a strong resemblance to the ISO 14000 and ISO 
9000 series of standards. 

The standards have been criticized in some quarters for lack of prescription 
in what are construed as key areas. For example, with respect to corpo- 
rate GHG accounting (ISO 14064-1), managers are required to identify the 
boundaries of the emissions that they will quantify. It is stated, that in 
doing so, they shall include direct emissions from activities of the corpo- 
ration and indirect emissions from the generation of electricity consumed 
by the corporation (Scopes 1 and 2, respectively, in the GHG-P) and that 
they shall ‘consider’ the inclusion of other indirect emissions (the GHG-P’s 
Scope 3). The standard’s main objective here is to establish transparency in 
respect of what is being measured, rather than to require that all emissions 
be considered.’ 

Perhaps the part of ISO 14064 that will prove most relevant to whatever 
ISO standards are eventually developed for carbon footprinting are the pro- 
visions on verification in 14064-3. These state that a verification plan shall 
be formulated which sets out objectives, a data collection approach, a sam- 
pling plan, a schedule for performing tests and a system for maintaining 
test records and other relevant documents (‘Process documentation’ and 
‘Communication and reporting documentation’). In respect of ‘objectives’, 
verifiers shall not only consider where to draw system boundaries (see above) 
but also be transparent as to whether they are requiring ‘reasonable’ or only 
‘limited’ assurance. Finally, there are a series of requirements concerning 
the competence and experience of verifiers. ‘Competences’ are defined in 
terms of a list of suggested — but not mandatory - skills (rather than spe- 
cific qualifications), while ‘experience’ is defined in terms both of relevant 
work experience and attendance at training events and seminars. Examples 
of suggested skills include knowledge of legal rules, knowledge of the sector, 
knowledge of emission quantification, knowledge of monitoring method- 
ologies, knowledge of GHG data auditing and knowledge of risk assessment 
or verification techniques. 
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Characteristics of product carbon footprinting schemes 


In March 2009, the authors carried out a review of documents and web- 
sites, resulting in the identification of 31 schemes worldwide that take either 
a product or a supply chain approach, or both, to carbon footprinting, as 
opposed to the more common company and project level GHG assessments. 
From this list (provided in Bolwig and Gibbon, 2009a) we identified 15 
schemes worldwide which have carbon footprinted products (as opposed to 
supply chains) and that are operational in the sense that at least one such 
product is being retailed.’ Of these we surveyed 13 schemes during March- 
May 2009, while two - Bilan CO, (France) and Greenice (Australia) — were 
excluded due to difficulties in obtaining critical information. Data collec- 
tion was assisted by a questionnaire, filled in by the scheme operator, by 
the authors through interviews with scheme staff or by the authors based 
on a review of website documentation. The cases where website information 
alone was used were ones where scheme operators failed to respond to the 
questionnaire. The remainder of this section reports the results of the survey 
of 13 PCF schemes. 


Background and context 


Table 2.1 shows selected characteristics of the surveyed PCF schemes (more 
characteristics are listed in Bolwig and Gibbon, 2009a). All schemes were 
launched during 2007 or 2008. They were typically developed over 1 to 2 
years, which is a short time when considering the many technical problems 
involved in PCF; most operators were thus still developing their method- 
ologies at the time of the survey. The schemes cover Canada, the EU, 
New Zealand, Switzerland and the US. With the exception of Landcare 
Research and the Carbon Label Company, all operate only in their home 
markets.’ 

Seven schemes are operated by not-for-profit consultancy companies and 
environmental organizations, and two by for-profit consultants. The remain- 
ing four are user-operated (that is the companies themselves assess the 
products they manufacture or sell) schemes deployed by, respectively, a 
retailer, a bioethanol importer and producer, and two clothing and footwear 
manufacturers. External funds contributed to the establishment of at least 
six schemes, of which three received government support — either to estab- 
lish the scheme itself (Indice Carbon Casino) or to develop the methodology 
and expertise on which the scheme builds (Carbon Reduction Label and 
CarboNZero). 


Inclusion of additional sustainability criteria in product assessments 


Seven schemes limited their product assessments to GHG emissions, while 
five included one or more other environmental criteria, for example energy 
efficiency, chemical use, biodiversity restoration, resource consumption, use 


Table 2.1 Selected characteristics of the surveyed product carbon footprinting schemes (as of January 2009) 





Scheme Country Operator Operator Year No. of Types of GHG Verification 
type* launched products products reduction method 
footprinted footprinted commitments 
AB Agri GHG UK AB Agri FP consultant 2008 1 Dairy Yes Third-party 
Modelling 
Approved by Switzerland Climatop NEP 2008 70 All goodsand Yes (relative Third-party 
Climatop consultant services to other 
products) 
Carbon Connect Canada The Carbon NEP 2007 22 All goodsand No Second-party 
Counted consultant services 
Carbon UK Carbon Label NFP 2008 2800 All goodsand Yes Third-party 
Reduction Label Company consultant services 
Carbonlabels.org Canada Conscious FP consultant 2008 1 All foods Yes Second-party 
Brands 
CarboNZero New Zealand Landcare NFP 2008 100 All goodsand Yes Third-party 
Research consultant services 
(gov. owned) 
Certified US Carbonfund.org NFP 2007 44 All goodsand Optional Second-party 
CarbonFree consultant services 
Climate US Climate NFP 2008 2 All goodsand No Second-party 
Conscious Label Conservancy consultant services 
Footprint US Patagonia Manufacturer 2007 14 Clothingand Yes Self- 
Chronicles footwear verification 
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Table 2.1 (Continued) 





Scheme Country Operator Operator Year No. of Types of GHG Verification 
type* launched products products reduction method 
footprinted footprinted commitments 
Green Index US Timberland Manufacturer 2007 8 models Footwear Yes (corporate Self- 
rating level) verification 
Indice Carbone France Casino France Retailer 2008 33 Own-brand Yes (corporate Self- 
Casino food and level) verification 
drinks 
Stop Climate Germany AGRA-TEG NFP 2007 11 All goodsand Yes Third-party 
Change consultant services 
(mainly food) 
Verified Sweden SEKAB Importer and 2008 1 Ethanol Yes (relative Second-party 
Sustainable producer to fixed 
Ethanol baseline) 
Initiative 


* FP = for-profit, NFP = not-for-profit. 
Source: Authors’ survey. 


oe 


Simon Bolwig and Peter Gibbon 31 


of organic production methods, recycling, distance travelled or an indicator 
for ‘total environmental impact’. The latter group were typically proprietary 
schemes of manufacturers or retailers, for which PCF was part of broader CSR 
strategies, including corporate-level emission reductions. In one instance, 
the Verified Sustainable Ethanol Initiative, PCF was combined with a range 
of environmental and social criteria, with the broader aims of ‘shifting 
the entire Brazilian ethanol industry towards more sustainable production’ 
(against a background of widespread critique of this industry) as well as of 
‘expedit[ing] the development of international regulations for sustainable 
biofuels’ (SEKAB, 2009). Many of the users of the schemes operated by con- 
sultants clearly also applied PCF as part of a broader CSR strategy, but we 
did not collect detailed information on this aspect. It is clear, however, that 
for companies such as Casino, Tesco and Patagonia, PCF was a minor part of 
their climate change activities. 


Product type, volume and origin 


Six schemes offer PCF for all goods and services, while the rest limit them- 
selves to specific product types (food and drinks, clothes, footwear and 
biofuel) according to the product specialization of the scheme operator. It 
was not possible to make a complete inventory of all products certified by the 
13 schemes. It is clear that, though agricultural value chains have received 
the most attention, PCF has by no means been limited to food and drinks, 
for which GHG LCAs are relatively simple, but has also been done for more 
complex manufactured goods (for example, cell phones) and services (for 
example, savings accounts) that are more demanding in terms of data and 
methods. 

The largest scheme by far in terms of number of products is the Carbon 
Reduction Label. It is operated by the Carbon Label Company (a subsidiary 
of Carbon Trust) in the UK, which since 2007 has certified 2800 products 
in 120 categories. The 12 remaining schemes have together calculated the 
carbon footprint for around 300 products, ranging in number from one to 
100. Not all these footprints have been publicized, however. For example, 
Climatop performed GHG LCA studies for 70 products in order to label 
ten ‘carbon champions’ within nine product groups, while AB Agri GHG 
Modelling has not published the footprints it calculated for dairy products. 

It was not possible to enumerate all users of the schemes. Carbon Reduc- 
tion Label is used by, for example, PepsiCo (Tropicana brand juices), British 
Sugar, Adili Eco-Chic (clothing) and Tesco (UK retailer) (Carbon Label Com- 
pany, 2009), while companies targeting or based in the German market, such 
as Voelkel GmbH (juice) and Platanera Rio Sixaola (bananas), have certified 
products to Stop Climate Change (Stop Climate Change, 2009). In the US, 
the Carbon Fund has certified 44 products to its Certified CarbonFree stan- 
dard, including those produced by Motorola (cell phones), Monarch Bev- 
erages (energy drinks), Tandus (carpeting) and GBS Enterprises (mattresses) 
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(Carbon Fund, 2009), while the 100 products certified by CarboNZero in 
New Zealand include different brands of wine (CarboNZero, 2009). 

The small numbers of products that have been footprinted to date reflect 
the youthfulness of the schemes, the costs and technical challenges involved 
in PCF and continued uncertainty among users about the benefits of PCF. 
Thus most users have only footprinted a small share of their product range, 
and often on a pilot basis. For example, the French retailer Casino has 
labelled less than 200 out of a planned 3000 own-brand staple food and 
drink products under its Indice Carbone Casino scheme; Tesco has carbon 
labelled between 100 and 200 products using the Carbon Reduction Label 
(and is targeting 500 products); while ten products sold by Migros, the largest 
retailer in Switzerland, have received the Approved by Climatop label. At the 
other end of the scale, Marshalls (UK) has published the footprints of all its 
503 domestic landscaping products, using the Carbon Reduction Label. In 
general, when comparing these numbers with earlier statements made by 
users it is clear that many have fallen short of their initial targets. 

Eight schemes offer carbon footprinting for all products irrespective of 
their country of origin, while three schemes only assess domestically pro- 
duced products. One scheme (for fuel ethanol) only applies to producers in 
Brazil, while one scheme did not provide information on country of ori- 
gin. Hence no strong bias against imported products was found in terms of 
this factor. 


Carbon footprinting approaches and data 


Poor access to technical documentation and the limited scope of this study 
prevent a comprehensive comparison of the scope and methodological 
rigour of the PCFs performed by the schemes. In lieu of a full technical 
evaluation, we discuss some key aspects of the PCF approaches used by the 
schemes. 


Publication of methods and assessment results 


Regarding the transparency of the assessments, seven schemes - Carbon 
Connect, Carbon Reduction Label, CarboNZero, Certified CarbonFree, 
Climate Conscious Label, Stop Climate Change and Verified Sustainable 
Ethanol Initiative use a written document (standard or description of 
methodology) published on their websites to guide the GHG assessments, 
but we stress that the quality and completeness of this documentation differ 
greatly. The Approved by Climatop scheme takes another approach by pub- 
lishing the results of their assessments and the peer review reports of these, 
while CarboNZero publishes a summary of both the methods and the results 
of the assessment. This does not necessarily mean that the other schemes 
apply less rigorous or comprehensive methodologies, only that these are less 
accessible to the public. 
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Use of recognized standards for life-cycle analysis 


All schemes relied on LCA for PCF calculations. The measurement method- 
ologies of most schemes related, in one way or another, to recognized 
international or national standards for LCA-based GHG accounting. Six 
schemes referred to the ISO 14044, ISO 14064 or the WRI-WBCSD GHG-P 
(discussed above), without necessarily following these to the letter. Three 
schemes certified users to the PAS 2050 standard (or a variant thereof), 
published in October 2008, which ‘builds on existing methods established 
through BS EN ISO 14040 and BS EN ISO 14044 by specifying require- 
ments for the assessment of the life-cycle GHG emissions of products’ (BSI, 
2009). Finally, Indice Carbone Casino builds on the Bilan Carbone method- 
ology for corporate GHG accounting, developed by the French l'Agence de 
l'Environnement et de la Maîtrise de l'Energie (ADEME) and which also 
follows ISO 14064 in several respects (ADEME, 2007, 85). 

It is noteworthy that both the Bilan Carbone and the ISO standards are 
concerned with corporate or project-level GHG emissions, or both, rather 
than product-level ones. Moreover, ISO 14064 is mainly concerned with 
the transparency and management of GHG accounting and so it does not 
specify which methods to use for quantifying emissions or which emission 
sources or greenhouse gasses to include. The PAS 2050 standard, on the 
other hand, is designed for product-level GHG accounting and has detailed 
methodological specifications. It is accompanied by a Code of Good Prac- 
tice (Carbon Trust, 2008), which guides users in their accurate and effective 
communication of PCF and PCF reduction claims. 


Scope of GHG assessments 


Regarding the scope (system boundary) of the PCFs, ten schemes claimed to 
include GHG emissions from all stages in the product life-cycle in the foot- 
print calculation, while two schemes focused on the production stage and 
one let the scope depend on the client’s preferences. However, ‘all stages’ 
clearly meant different things to the different schemes. For example, emis- 
sions from the production of capital goods are omitted in the PAS 2050 used 
by the Carbon Reduction Label, AB Agri and CarboNZero, while the simi- 
larly ambitious Stop Climate Change methodology includes this source but 
chooses to disregard the ‘transport of the product to the consumer’s house’ 
stage. CarboNZero is the only scheme to publish detailed information of 
the system boundaries used in each case. Most schemes were less explicit 
about how they set the boundaries of their GHG assessments, preventing a 
meaningful comparison across schemes. A lack of consistent and transpar- 
ent boundary setting obviously constrains the assessment and comparison of 
the carbon footprints of different products, especially among products foot- 
printed by different schemes. For example, including the domestic use phase 
significantly affects the footprint of coffee; the brewing stage thus accounts 


34 Product Carbon Footprints 


for about 70 per cent of the total GHG emissions from a cup of black cof- 
fee and considerably more if the user does not behave in an economic way 
when brewing (Büsser et al., 2008). 

Another important methodological choice is which GHGs to include in 
the assessments. This question was not explored in detail by the survey, but 
most schemes appear to include all the major GHGs, while one explicitly 
limits itself to considering only CO3. 


Data sources and quality 


Data quality is a key factor for the validity of a PCF. An indicator for good 
data quality is the use of primary activity data in the calculation of energy 
and raw material use at the different stages in a product’s life-cycle, in addi- 
tion to secondary data sources (from databases and literature). All schemes 
claim to use both types of data sources, and cite a number of European 
and US LCA databases, but we were unable to assess the ‘appropriateness’ 
of the choice of data sources in each case. A few of the publicized stan- 
dards used by the schemes are explicit on the use of primary and secondary 
data. For example, the PAS 2050 states that ‘primary activity data shall be 
collected from those processes owned, operated or controlled by the orga- 
nization implementing the PAS. The primary activity data shall not apply 
to downstream emission sources’ (BSI, 2008, 17). The CarbonCounted Stan- 
dard 1.2 is more flexible, stating that ‘Initially, we will use an 80/20 practical 
approach to determining the footprint. If some data is not available, we 
should state this and provide a reasonable estimate for its contribution’ 
(CarbonCounted, 2009). 


Scheme scope and kinds of certification offered 


Besides the calculation of PCFs, 11 schemes require meeting one or more 
additional climate change related criteria. The most common criterion is a 
commitment to reduce the carbon footprint at either the product or cor- 
porate level. The schemes operated by Timberland, Patagonia and Casino 
France all include reduction commitments at the corporate level, although 
these are often stated in a very general way. Commitments to reducing PCF 
over a specified time period are embodied in six schemes. Two schemes use 
economic incentives to ‘encourage’ such reductions. One, Certified Carbon- 
Free, offers financial incentives for users who can prove reductions of more 
than 10 per cent per year. In the other, Approved by Climatop, a product is 
certified as a ‘carbon champion’ if its carbon footprint is at least 20 per cent 
lower than the products (within the same product category) which it is com- 
pared to. Because certification must be renewed every 2 years, comparison 
between products in this scheme allegedly encourages producers to reduce 
their emissions. Comparing the carbon footprint with that of like products 
is an option in at least two other schemes - the Carbon Reduction Label 
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and the Climate Conscious Label. Whether such comparative information is 
meant to directly incentivize users to reduce product footprints, rather than 
indirectly through consumer behaviour, remains unclear. 

Secondly, two schemes require the PCF to be lower than a ‘baseline’ value: 
in the Verified Sustainable Ethanol Initiative, the ‘field-to-wheel’ emissions 
of the ethanol have to be 85 per cent lower than the ‘well-to-wheel’ emis- 
sions from petrol, while Approved by Climatop only certifies a few ‘carbon 
champions’ within each product category, as just mentioned. Thirdly, three 
schemes — Certified CarbonFree, CarboNZero and Stop Climate Change - 
require carbon neutrality at product level to be achieved through carbon 
offsetting. The two latter schemes have minimum standards for projects that 
qualify as offsets, while the former is silent on this aspect. 

Altogether, the schemes show great variation in the actual content of their 
requirements. It is not possible to judge from this overview which general 
approach is ‘better’ from a climate change perspective; rather the diversity 
found points to opportunities for cross-learning and the need for work to 
identify ‘best practices’ suitable for different kinds of operators, users and 
countries. This level of diversity is not unusual during the first few years 
when standards emerge in a new area. Later diversity may become reduced 
through natural selection and pressures for harmonization. 


Does the transportation stage get special treatment? 


GHG emissions from the transportation of goods across long distances 
have been the subject of much debate in recent year; and in this context 
some retailers, standard-setting bodies and Northern farmer advocacy groups 
launched various initiatives to measure, label, restrict or ‘green’ the trans- 
portation of goods, especially food (AEA, 2005; Bolwig, 2008; Kasterine and 
Vanzetti, 2009). An example is Walmart’s Food Miles Calculator that ‘allows 
our buyers to enter information on each supplier and product, determine 
product pickup locations and select which of our 38 food distribution cen- 
tres the product will reach. With this information, the calculator computes 
the total food miles, which the buyer can use when making buying decisions’ 
(Walmart, 2009). 

We have argued elsewhere (Gibbon and Bolwig, 2007; Bolwig, 2008) that 
focusing narrowly on emissions from transportation, rather than consider- 
ing all stages in the product life-cycle, will discriminate against exporting 
nations. This is especially true for poor countries, which are often located 
at a distance from OECD markets and which typically have poor access 
to high-volume, more energy-efficient shipping systems. For example, the 
capacities of container ships serving West Africa range between 2000 and 
3000 containers, while those landing at the major ports in the EU, the US 
and East Asia have a tonnage from 8000 to 12,000 containers (personal com- 
munication with Morten Nielsen, SAFE Shipping). Moreover, rail transport 
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is poorly developed in many developing regions, especially in Africa, imply- 
ing a higher dependence on road transport, which is less carbon efficient. 
Finally, less reliable and more expensive sea freight systems in poor coun- 
tries mean higher dependence on air freight for certain products, especially 
fresh produce (Gibbon and Bolwig, 2007). 

At the same time, LCA studies show that favouring locally produced goods 
does not guarantee a reduction in GHG emissions. This is because producers 
in distant locations may be more carbon efficient than those nearby, and this 
gain may outweigh the higher emissions from transportation (Edwards-Jones 
et al., 2008). It is has also been observed that the mode of transport — sea, air, 
road, rail — as well as the transport technology used within each mode can 
significantly influence the size of a PCF (Michaelowa and Krause, 2000). In 
this regard, the relatively high carbon efficiency of sea freight can in some 
cases advantage distant producers. For example, transporting broccoli 12,000 
kilometres from Ecuador to Sweden by boat produces only 40 per cent of 
the emissions of trucking broccoli 3200 kilometres across Europe from Spain 
(Angervall et al., 2006). 

All surveyed schemes except one include the transport stage in the cal- 
culation of the PCF, up to at least the stage of wholesale and in most cases 
up to the retail outlet. Some also include transport to the consumer’s house. 
Assuming that these calculations also take account of the different modes of 
transport used, this suggests that the schemes at least do not under estimate 
emissions from transportation or disregard especially climate-unfriendly 
modes of transportation such as air freight and diesel-based trucking.!° The 
survey also asked whether a scheme placed special emphasis on transport- 
related GHG emissions. Only one scheme, Patagonia’s footprint chronicles, 
appears to do this, by displaying information on the website on the distance 
travelled by the product from the stage of raw material to garment delivery 
at the company’s Nevada distribution centre. It is noteworthy that a draft 
version of the Indice Carbone Casino label highlighted, as the only source, 
GHG emissions from transport, while the final version shows emissions from 
all stages in the life-cycle. This development is mirrored in the evolution of 
the KRAV-Svenskt Sigill Climate Labelling of Food standard (Gibbon, 2009). 

Altogether, the design and methods adopted by the schemes generally do 
not discriminate against products originating in distant countries. However, 
the users of the schemes may still decide to focus on reducing emissions from 
transportation through other climate change initiatives, which may disad- 
vantage certain exporting nations. For example, through its climate change 
programme, Tesco will ‘seek to restrict air transport to less than 1% of our 
products’ (Tesco, 2009). 


Conformity assessment 


In all the schemes examined, the product GHG assessments are carried out 
by the scheme’s own staff or by (other) consultants hired by the users or 
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scheme operators to do so. The schemes can be divided according to, firstly, 
whether any independent verification is (required to be) performed of these 
calculations and, secondly, who is supposed to perform this verification 
where it is required. 

No independent verification appears to be performed of the PCF asser- 
tions used by the user-operated Footprint Chronicle, Green Index Rating 
and Indice Carbone Casino schemes, although the general PCF methodol- 
ogy used by the latter has been validated by a public agency (ADEME). In 
the remaining ten schemes, the organization certifying the product is inde- 
pendent from the one producing or selling it. Within this group, third-party 
verification of the PCF, that is, where consultants or companies independent 
of those making the life-cycle calculations perform a check of these calcula- 
tions, is required and/or practiced in five schemes (AB Agri, Approved by 
Climatop, CarboNZero, Carbon Reduction Label and Stop Climate Change). 
The remaining five schemes (Carbonlabels.org, Climate Conscious Label, 
Carbon Connect, Certified CarbonFree and Verified Sustainable Ethanol Ini- 
tiative) do not require or practice such an independent stage of verification 
(‘second-party’ in Table 2.1), although in the last three schemes mentioned 
calculations are performed by listed consultants independent of the scheme 
operator. 

Systems of accrediting consultants (other than the scheme operator) qual- 
ified to carry out both original PCF calculations and verifications of them 
generally lack transparency. In two cases, Stop Climate Change and Verified 
Sustainable Ethanol Initiative, approved consultants are ISO 14065 accred- 
ited, although in neither case is it clear that this is a requirement. In one 
scheme, AB Agri, verification is done by the Carbon Trust, while the veri- 
fier used by Approved by Climatop is accredited to ISO 9001:2000 (quality 
management). There also seems to be a general shortage of consultants 
accredited (in one way or another) to deliver independent verification of 
results of the standards used by the schemes. In recognition of this, the Car- 
bon Trust is sponsoring a pilot accreditation scheme by the UK Accreditation 
Service with the aim of accrediting six auditing companies to certify to PAS 
2050. Stop Climate Change and CarboNZero deal with this issue by train- 
ing, authorizing and monitoring the consultants themselves. The remaining 
schemes either do not use external consultants or do not specify what is 
required of them. 


Communication of product carbon information 


The survey revealed great variation in the way the schemes and the users 
chose to communicate through text and graphics the product carbon infor- 
mation related to the certification. All schemes offer a carbon label or mark 
as a proof of certification, often in the form of a seal carrying a logo and the 
name of the scheme or the organization operating it. In seven schemes, the 
label also shows the actual value of the PCF, expressed in COze per unit of 
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product, while in one case — the Green Index rating — the footprint is placed 
on a scale from one to ten (where one denotes <2.5kg and ten denotes 
>100 kg per pair of shoes). Two schemes show both the COze value and its 
position on a scale. Some of the labels display additional information relat- 
ing to the certification on the packaging; for example, the Carbon Reduction 
Label reads ‘we have committed to reduce this carbon footprint’ while the 
Indice Carbone Casino label states that ‘Casino works for the environment 
in collaboration with its suppliers to reduce its GHG emissions’ (our transla- 
tion). Both these labels also carry a brief explanation of what a PCF is. Other 
labels for display on packaging carry simpler but not less powerful mes- 
sages, such as ‘certified carbon free’ (Certified CarbonFree), ‘climate friendly’ 
(Stop Climate Change) or ‘verified sustainable’ (Verified Sustainable Ethanol 
Initiative). In most cases, the more complex information associated with 
the certification is displayed on websites, leaflets and in-store. For exam- 
ple, UK retailer Tesco distributed 1 million copies of the booklet ‘How can 
we shrink our carbon footprint?’ to support customers’ understanding of its 
new carbon labels (Tesco, 2009). 

Some users choose not to publicize any specific PCF information, such as 
Sainsbury’s Dairy Development Group applying the AB Agri scheme, using 
it only internally for carbon management purposes. In the experience of the 
Carbon Label Company, this is the case for most of their clients." 


Consumer perceptions of and reactions to PCF 


At least six studies of UK consumers, two of Swedish consumers, one of US 
consumers and one of UK and US consumers jointly have been carried out 
on climate change issues since 2006. Almost all deal with the climate change 
impacts of food. No recent studies of German or French consumers on this 
issue could be found. 

Most of these studies deal with consumer decision-making, such as overall 
determinants of purchase decisions, decisions concerning choice of retailer 
and decisions concerning willingness to pay a premium. A number also or 
instead deal with consumers’ perceptions of retailers and manufacturers, in 
relation to their overall credibility on environmental issues, whether they 
provide enough information in the climate area and whether the informa- 
tion that they do provide is considered trustworthy. A few studies also cover 
consumers’ views on how GHG emissions from products should be labelled. 
The studies mostly take the form of reports on survey results. In a majority 
of cases these were obtained during so-called ‘omnibus’ surveys by market- 
research companies, that is, surveys covering a variety of unrelated topics. In 
most cases the sample size was between 1000 and 3000 respondents. A few 
focus group studies have also been reported. 

The main conclusions can be summarized as follows. UK consumers are 
largely sceptical about the overall environmental and climate convictions 
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of manufacturers and retailers. They, and Swedish consumers, are also inter- 
ested in obtaining more information from manufacturers and retailers on 
the climate impact of specific products. However, neither in the US nor 
in the UK do they trust businesses to report this information accurately. 
Hence, they would prefer statements and claims in this area to be verified 
independently. 

While there is interest among consumers in obtaining relevant informa- 
tion in this area, climate change concerns are unlikely to become a major 
driver of most consumers’ buying decisions relative to factors such as price 
and food safety. All other things being equal (especially price), businesses 
that carry out carbon labelling and products that are carbon labelled are 
likely to be preferred over comparable businesses and products that do not 
or are not. But if they were required to pay more than 20 per cent extra 
for a product with a significantly lower PCF than a comparable one, less 
than 10 per cent of UK and US consumers, and 28 per cent of Swedish ones, 
would do so. These figures are considerably higher than the market shares 
represented, for example, by organic food sales, which on average also com- 
mand a premium of roughly 20 per cent. Notable in this context is that the 
proportion of UK consumers reporting regular purchase of organic food is 
three times higher than the actual share of organic sales in total food sales. 

Only very limited ex post information is available on consumers’ reactions 
to products that have been PCF labelled. Timberland publishes quarterly 
information, direct or indirect, on sales of its Green Index labelled products. 
Up to 2009, this label had been applied to eight of Timberland’s models 
within the Mios sandal and Outdoor Performance ranges. Sales of labelled 
products declined sharply during 2008, although according to Timberland 
this was mainly an effect of the phase out of the Mios range. It is not clear 
whether labelling positively affected the Mios range of shoes at an earlier 
stage (Timberland, 2009). The surveys show no consistent response on the 
type of carbon labelling consumers would prefer. 


Discussion and conclusion 


This chapter has discussed the rationale, context, coverage and character- 
istics of emerging product carbon footprint schemes and standards, and 
has reported on how consumers perceive carbon footprinting and labelling 
and companies’ climate change policies in general. We found that PCF is 
dominated by private certification schemes operated by small for-profit and 
not-for-profit consultancy companies and in a few cases by large retailers 
and manufacturers. All schemes have been established within the last 2 years 
and globally there are only about 15 schemes operational as of April 2009, 
of which we provide detailed information on 13. Considering the some- 
times high costs and technical challenges of PCF, it is therefore no surprise 
that only a small number of certified carbon footprinted products so far 
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have found their way to retail outlets (whether labelled or not). While some 
schemes report strong interest in PCF from producers and retailers, and are 
expanding their clientele and product range, we could not identify any clear 
trends in these respects. 

The investigated schemes display large differences in scale and product 
coverage, type of claim made and (where applicable) certification offered, 
GHG assessment methods, communication approaches, and levels and 
means of verification and transparency. A range of factors may account for 
this diversity: differences in ambition, technical competence and access to 
external support; differences in economic resources; different country and 
business contexts; and the absence of a dominant PCF standard. 

Meanwhile, consumers show some interest in PCF information and would 
probably prefer carbon-labelled products and firms over others, other things 
being equal. It is also likely that a minority are, or would be, willing to pay 
a price premium for products with significantly lower footprints than like 
ones, not much different from the organic price premium. But consumers 
are also sceptical about the credibility of the ‘climate-friendly’ claims made 
by retailers and manufacturers and show a preference for third-party verifi- 
cation. This contrasts with the relatively weak verification systems currently 
used in PCF. All this indicates that there are limits to the direct commercial 
benefits from PCF in terms of increased sales, as opposed to benefits related 
to energy cost reductions and to compliance with climate change legislation. 

National governments and international organizations have so far played 
a minor role in the development of PCF standards or in the establishment of 
PCF certification schemes (except in the case of biofuels). The main excep- 
tion is the UK Department for Environment, Food and Rural Affairs (Defra), 
which supported the development of the first public PCF standard (the PAS 
2050) as well as established the organization (the Carbon Trust) which has 
already certified a relatively large number of products to this standard. In 
New Zealand, government-sponsored research seems to have been important 
for the creation of the CarboNZero scheme, operated by a government- 
owned (‘but not controlled’) research institute (Landcare Research) on a 
not-for-profit basis. On a smaller scale, the French Agence de l'Environnement 
et de la Maîtrise de l'Energie (ADEME) has assisted the development of a 
scheme operated by the retailer Casino, based on its elaborate methodology 
for corporate GHG accounting. Finally, the Japanese government assisted 
the start-up of a PCF pilot project in April 2009. The international standards 
relating to carbon footprinting at the corporate and project levels are the 
WBCSD-WRI GHG-P and the ISO 14040 and 14064 standards series. These 
two organizations both commenced work to develop PCF standards in late 
2008; while it is unclear how these two processes will relate to each other, 
the PAS 2050 will likely wield significant influence on both. 

We have also examined factors that can help assess the potential effects 
of PCF on international trade. First, the lack of an international PCF 
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standard could favour producers based in countries with national public 
standards (so far only the UK), with trusted and workable private stan- 
dards, or with well-functioning, non-proprietary scheme operators (Canada, 
Germany, New Zealand, UK and the US). In this regard, only two scheme 
operators, Carbon Label Company and Landcare Research, certify products 
in overseas markets. Second, PCF calculation and certification is expensive 
and demanding on human resources (for data provision and effective com- 
munication of the PCF). This tends to favour large and resourceful producers, 
who may benefit from significant economies of scale (low cost of certifica- 
tion per product sold). This could exclude most companies in developing 
countries. Third, and unexpectedly perhaps, no bias was found in the way 
the GHG assessments treat long-distance transport relative to other emis- 
sion sources, although we did not investigate this aspect in depth. Thus, 
only one scheme highlights the distance travelled by the product. Finally, 
the GHG assessment method of the PAS 2050 standard has an in-built bias 
against relatively labour-intensive production systems, which are typical of 
developing countries. Other schemes and standards may also contain such 
biases, in principle or in practice, but more in-depth research is needed to 
document this. 

In sum, although PCF, because it is based on LCA, is likely to have a 
higher degree of credibility with consumers than any other sort of claim 
made by operators in relation to the climate change attributes of products, 
is also difficult and costly to perform and its impact on sales remains unclear. 
Therefore, whatever its implications for developing countries in principle, its 
adoption seems likely to remain limited for some time to come and there- 
fore its impacts on trade and development seem unlikely to be substantial — 
at least in the short term. 

The results presented here suggest the usefulness of research in three main 
areas. First, research is needed on the — present and potential — impacts of 
private PCF schemes and standards, in respect of: GHG emission reduction, 
cost of conformity and certification, energy cost savings and trade — partic- 
ularly in the South-North direction. GHG-related impact analyses should 
consider not only whether carbon labelling induces more climate-friendly 
consumer choice, but also whether PCF is an accessible and cost-effective 
tool for improved corporate carbon management compared to, for example, 
measurement of GHG emissions at a corporate level. Second, if implemented 
on a large scale, how would PCF, being a voluntary and consumption-based 
approach to climate change mitigation, interact with climate change polices 
that measure and regulate emissions at the physical source? Can measure- 
ment of embodied carbon in products be a basis for implementing carbon 
taxes or border duties (substituting for, or supplementing, an international 
carbon tax)? How should such a system be governed? How can double- 
counting of carbon be avoided? The third area concerns the more technical 
issues of standard implementation. Even with sound international PCF 
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standards in place, the expansion and credibility of PCF will depend criti- 
cally on research that improves the accuracy and objectivity, and reduces the 
cost, of footprinting methodologies, especially concerning data availability 
and use. 


Notes 


i 


2. 


10. 


T1: 


Data limitations prevent us from examining the issues of cost of conformity and 
cost of certification. 

The other categories are: other personal effects; household appliances; furnish- 
ings and other household goods; clothing and footwear; alcohol and tobacco; and 
books and newspapers. 

Personal communication with Graham Sinden, Strategy Manager, The Carbon 
Trust. 

Under this concept, ceilings are established for total emissions by covered emitters. 
Emitters are then assigned some proportion of allowable emissions, and must then 
reduce their actual emissions to those assigned to them or acquire offsets that will 
cover the difference. Offsets can be purchased on a special market from other regu- 
lated emitters who reduce their emissions over and above target, acquired through 
arrangements with unregistered emitters or earned through carbon sequestration. 
It is estimated that the US market alone will be worth US$ 300 billion (Gray and 
Edens, 2008). 

ISO 14064-3 uses the term validation in relation to project plans and verification 
in relation to claims about GHG emissions. 

According to Braunschweig (n.d.), the standard here reflects a misleadingly narrow 
interpretation of managerial responsibility in that many organizational decision 
responsibilities are typically hidden in the ‘other indirect emissions’ category. 
Because they were not yet operational, the review did not include the ISO and 
GHG-P product-level standards discussed earlier as well as the following country- 
level PCF schemes: Climate Labelling of Food and ICA Pilot Project (Sweden), 
METI Carbon Footprint System (Japan), Cool (CO2) Label (Korea) and Carbon 
Label Promotion Committee (Thailand). 

Landcare Research is based in New Zealand and operates also in Australia and 
the UK. The Carbon Label Company has PCF activities in a range of countries 
outside the UK, including Australia (www.carbonreductionlabel.com.au), Brazil, 
China, India, Israel, the US and several European countries. 

It was outside the scope of the study to qualify this statement through examining 
possible biases caused by the choice of emission factors for different transport 
modes or the accuracy with which distance travelled with different determined 
transport modes and technologies is determined in each case. 

In this light, the common usage (also by Brenton et al., 2008), of ‘carbon labelling’ 
as a generic term for PCF activities is misleading. 
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Institutional Capacity for Food Safety 
Conformity in Tanzania 


Adam Akyoo and Evelyne Lazaro 


Introduction 


Safety standards imposed by importing countries are escalating to the extent 
that they may constitute non-tariff barriers to trade (Antle, 1999; Hoekman 
and Kostecki, 2001; Mitchell, 2003; Athukorala and Jayasuriya, 2004). The 
barrier effect is either related to high costs associated with standards com- 
pliance that are incurred in production and conformity assessment activities 
or lack of requisite technology to meet the requirements of standards (Aloui 
and Kenny, 2004; Humphrey, 2008; de Battisti et al., 2009). 

For exporters, conformity assessment costs have two components. Firstly, 
the cost of certification, inspections and the like, entailed by the require- 
ments of specific standards, and secondly, cost of testing for food safety 
attributes entailed in relation to the food safety requirements of import- 
ing countries. For exporting countries there are an additional set of costs 
associated with having a food safety system deemed capable by importing 
country governments of assuring that food safety requirements are observed 
in export sectors. 

In the Tanzanian spice industry costs of inspection, certification and test- 
ing for food safety attributes are met by exporters. Interestingly, while local 
capacity is present, certification (to organic standards in this case) is done by 
a foreign agency while testing for food hazards is done abroad. In theory, use 
of local conformity assessment institutions is expected to result in lowered 
certification and testing costs. Besides enhancing market access by reduc- 
ing costs and lead times, they may also provide greater transparency and 
opportunities for dialogue and (via feedback) learning for local exporters. It 
is therefore worthwhile understanding the reasons for the current situation 
in Tanzania and further to explore the lessons arising in relation to local 
capacity for assessing standards compliance. 

Conformity assessment refers to any procedure, direct or indirect, 
that is used to determine whether requirements in technical regula- 
tions or standards are fulfilled (Stephenson, 1997). It covers four areas, 
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namely: declaration of conformity (own assessment), testing of products (by 
independent laboratory), certification (by an independent third party eval- 
uator) and quality system registration (by quality system registrars). Each 
of the four areas covered by conformity assessment activities can be car- 
ried out at three different levels. The first level is assessment or evaluation, 
the second is accreditation and the third is recognition. Assessment can 
be done by producers or manufacturers, laboratories, certifiers and quality 
system registrars and involves comparing a product or process to a given 
standard (ibid.). 

Accreditation is a process of evaluating testing facilities for competence 
to perform specific tests using specified test methods (Stephenson, 1997). 
It involves evaluation and formal documentation of a facility’s testing 
competence. It determines whether a particular testing facility has the 
required personnel qualifications, equipment and/or ability to perform tests. 
The presence of accredited facilities enhances the possibility of forging 
Mutual Recognition Agreements between international trading partners. The 
challenge of conformity assessment becomes clearer on recognition that 
acceptance of equivalence requires not merely the physical presence of insti- 
tutions and organizations that are equipped to carry out necessary tests, 
inspections and certification. 

Requirements in respect of accreditation may be more demanding than 
those in regard to putting in place the required physical and human 
infrastructure (equipment and staff) for these tasks. To attain recognition 
inspection bodies must be accredited to ISO/IEC 17020; certification bodies 
to ISO/IEC guide 62, 65 and 66; and laboratories (testing and calibration) to 
ISO/IEC 17025. The trend in accreditation is to establish a worldwide net- 
work of national or regional groupings of accreditation bodies which will, 
through Multilateral Agreements, ensure that the competence of certifica- 
tion bodies and laboratories are assessed on the same principle regardless 
of where in the world they are located. These assessments are based on the 
harmonized ISO standards (www.sanas.co.za). 

This chapter describes Tanzania’s capacity to assess conformity in rela- 
tion to its major developed country trading partners’ standards and the 
challenges they present. It should be pointed out that no coverage is 
presented of conformity issues in relation to Asian markets; the cur- 
rent destination for Tanzania’s clove exports. This is because no spe- 
cific standards appear to be applied in these markets. The findings are 
based on a survey of stakeholders carried out in 2005 and updated in 
2007-08. The chapter is divided into four main parts. Firstly, the Tan- 
zanian spice sector is briefly introduced. Secondly, standard and con- 
formity assessment issues in regard to EU market access for spices are 
described. Thirdly, existing Tanzanian institutional capacity for confor- 
mity assessment of spices for the EU market is analysed. The final section 
concludes. 
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The spice sector in Tanzania 


The Tanzanian spice industry is described in detail by Akyoo and Lazaro 
(2007). Its importance is related to its potential as an avenue for diversi- 
fying the country’s agricultural exports away from traditional exports, in a 
high-value direction. Global markets for spices are concentrated in devel- 
oped countries, with the EU and US combined commanding over 50 per 
cent of total spice imports (Jaffee, 2004). Apart from cloves (see below), the 
major market for Tanzanian spices is the EU. 

Accessing high value export markets raises issues of supply chain dynamics 
and conformity with international standards. Currently, however, certified 
organic standards are the only international standard complied with by the 
Tanzanian spice industry. But issues of food safety conformity are also of 
concern as organic products are also subject to testing for food safety com- 
pliance (Twarog, 2006). Organic certification and food hazards testing are 
thus important elements in accessing the EU spice market. 

Generally, the Tanzanian spices sector includes two distinct types of sup- 
ply chain. The first type of chain applies to certified organic spices and 
takes the general form: Farmer— organic export company (local) — sister com- 
pany (abroad) — high value market. This sub-structure involves a series of 
well-defined and coordinated vertical stages from production to final con- 
sumer. The second chain is based on conventional spice production and 
takes the general form: Farmer — local traders + urban markets —> regional 
market/local consumers. This structure is made up of numerous actors whose 
relationships are loosely coordinated through short- or long-term business 
transactions. Figure 3.1 presents the types of actors in the two chains and 
the inter-relationships between them. 


Standards for spices 


Tanzanian national standards 


According to the Tanzania National Trade Policy (URT, 2003a), local stan- 
dards for any export oriented product should be designed to match those 
of the country’s major importers. Theoretically this principle should ensure 
that conformity to national standards represents a means towards con- 
formity to international standards. The national standards for spices in 
Tanzania that were formulated in the 1970s and 1980s matched with the 
international standards of the time, where only quality and cleanliness 
standards were applied. There has been little subsequent development of 
national standards in the spice sector in Tanzania to match with the current 
developments in international standards. The only international standards 
currently complied with are those for (EU) certified organic production. 
An East African regional organic standard was established in 2007, but no 
Tanzanian spice exporters have yet been certified to it. 
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Figure 3.1 The supply chain(s) for Tanzanian spices. 
Source: Akyoo and Lazaro (2007). 


Initially, five national standards were formulated during the late 1970s 
and 1980s, namely: standards for black pepper (TZS 30:1979), chilies and 
capsicums (TZS 31:1979), curry powder (TZS 29:1979), ginger (TZS 47:1979) 
and turmeric (TZS 357:1987). Formulation of these involved setting lim- 
its for several parameters including colour and size of a mature crop, 
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odour and flavour, freedom from fungi and insects, extraneous matter lim- 
its, limits for immature, marked or broken berries, fineness and chemical 
requirement limits. The last of these addressed five parameters, namely: 
moisture content, total ash, acid insoluble ash in hydrochloric acid, crude 
fibre and non-volatile ether extract. Table 3.1 summarizes the requirements 


Table 3.1 Tanzania standard physical and chemical requirements for black/white 


pepper, chillies and capsicum 





S.No. Characteristics Requirements for Requirements for chillies 
black/white pepper and capsicums 
iL Colour and Grey or black + wrinkled Orange red — yellowish green, 
shape of mature surface. oblong, conical pods. 
crop 
2 Odour and Fresh and pungent, free Characteristic odour causing 
flavour from foreign odour or sneezing but not disagreeable 
flavour including and free from mustiness. For 
rancidity and mustiness. chillies — acrid flavour, very 
strong, very pungent, and very 
persistent. For capsicum — 
acrid flavour, moderately 
strong, moderately pungent 
and moderately persistent. 
3 Freedom from Free from insect Free from insect infestation, 
fungi, insects etc. infestation, fungi, fungi, dead insects, insect 
dead insects, insect fragments and rodent 
fragments and rodent contamination visible to the 
contamination visible to naked eye (for both whole and 
the naked eye. ground). 
4 Extraneous Not more than 15% Non-conforming berries to be 
matter m/m for b/pepper and less than less tan 5%. 
not more than 0.8% 
m/m for white pepper. 
Not more than 1.0% 
m/m of foreign matter 
not coming from the 
plant for whole 
b/pepper, or 0.5% m/m 
in whole w/pepper. Light 
berries less than 10% 
m/m, and pinheads <4% 
m/m. Total defects 
(pinheads + light berries 
<15% m/m. 
5 Fineness Ground pepper to pass Ground chillies and capsicum 


through a sieve of 
1.00 mm aperture size. 


to pass through a 0.5 mm 
sieve. 
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Table 3.1 (Continued) 





S.No. Characteristics Requirements for Requirements for 
black/white pepper chillies and capsicums 

6 Chemical requirements 

(i) Moisture % 12.0 10.0 

(m/m) max. 

(ii) Total ash % 8.0 (whole b/pepper) 8.0 

(m/m) max. 4.0 (whole w/pepper) 

(iii) Acid 1.4 (ground b/pepper) 1.25 


insoluble ash in 
HCL % (m/m) 


max. 0.2 (ground w/pepper) 

(iv) Crude fibre % 17.5 (ground b/pepper) 30.0 
(m/m) max. 6.0 (ground w/pepper) 

(v) Non-volatile 6.8 12.0 
ether extract % 

min. 


Source: TBS (1979a; 1979b). 


on these attributes for black and white pepper and chilli and capsicum. 
These standards are based upon unified American Spice Trade Associa- 
tion/US Food and Drug Administration (ASTA/FDA) criteria. Later in the 
1980s other safety attributes were introduced, including a standard for 
microbiological specification (TZS 404:1988). In 1981, six other associated 
standards were established which related to acceptable sampling and analyt- 
ical methods for microbiological analyses in general food stuffs (TBS, 1979a; 
1979b; 1988). 

Microbiological limits referred to five parameters, namely: mesophilic aer- 
obic bacteria, Salmonella, Bacillus cereus, Clostridium perfringens and yeast 
and mould. The prescribed microbiological analysis was based on establish- 
ment of a total count of each micro-organism in a specified spice sample. 
The introduction of a microbiological specification standard for spices in 
1988 (TZS 404:1988) was another step towards meeting the global trends 
in safety standards. According to Jaffee (2004), incorporation of health and 
hygiene specifications in commercial supply chains for spices started in the 
early 1990s. Before this period, it was only quality and cleanliness stan- 
dards that were of concern. The publication of this standard meant that 
Tanzania national standard was not far from the requirements for the inter- 
national safety standards in high value markets. For instance, a standard 
specification for zero tolerance to Salmonella was also a requirement in EU 
markets at this time. Table 3.2 shows the acceptable micro-organism limits 
for different spice types under the standard. However, Tanzanian national 
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Table 3.2 Limits of micro-organisms in spices (Tanzania national standards) 








Spice type Micro-organism type 
Mesophilic Salmonella B. cereus C. Yeast and 
aerobic (max. (max. perfringens moulds 
bacteria (max. numberin number (max. (max. 
number 25 g) per g) number number 
per g) per g) per g) 
B/pepper + 10% 0 10° 5 x 10? 104 
w/pepper 
Chillies + 10° 0 10° 5 x 10? 10° 
capsicums 
Cardamom 10* 0 103 5 x 10? 10? 
Curry 105 0 10° 5 x 10? 10° 
powder 
Cloves 104 0 10° 5x10 10° 
Ginger 105 0 10° 5 x 10? 17 x 10° 
Turmeric 10° 0 10° 5 x 10? 10° 


Source: TBS (1988). 


Table 3.3 General microbiological specification - Germany and Netherlands 





Parameter Standard value Danger value 

Germany 

Total Aerobic Bacteria 1 x 10°/g 1 x 10°/g 

E-coli Absent Absent 

B. cereus 1 x 104*/g 1 x 10°/g 

S. aureus 1 x 107/g 1 x 10°/g 

Salmonella Absent in 25g Absent in 25 g 

Netherlands 

Bacillus B. Cereus Absent in 25g Danger values similar 
to those of Germany 

Escherichia Coli Absent in 25 g 

C. perfringens Absent in 25 g 

S. aureus Absent in 25 g 

Salmonella Absent in 25 g 

Total aerobic bacteria 1 x 10°/g 

Yeast and mould 1 x 10°/g 

Coli form 1 x 10?/g 


Source: Kithu (2001). 


standards fell short of those applied in some of the major European spice 
markets, such as Germany and Netherlands. Table 3.3 shows the general 
acceptable microbiological limits in these markets. Differences in standards’ 
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stringency between member states within the EU on identical parameters for 
a particular product as depicted in Table 3.3 have always impacted negatively 
on LDCs’ compliance efforts. 


EU food safety standards 


Food safety standards for spices in the EU are generally derived from general 
food standards. This is because there are no specific food safety standards 
for spices (Jaffee, 2004), excepting special requirements regarding chilli dat- 
ing from 2005-09. Table 3.4 summarizes most of the standards which are 
currently applicable in the EU and provides details on the respective testing 


Table 3.4 EU Food Safety Standards for Spices 


Hazard type Spice type EU std/limit Required Indicative 
conformity cost” per 
assessment unit (USD) 
investment 





Microbial Black pepper, (i) Zero tolerance (i) Autoclave 10,000 


Pathogens paprika, etc. to Salmonella (ii) Incubator 6,000 
(Salmonella contamination (iii) Biological 15,000 
bacteria) (ii) Non-use of ETO safety cabinet 
(ethyl oxide) (iv) Water bath 2,000 
sterilization (v) Oven 4,500 
(iii) Non-use (vi) Stomatcher 3,000 
of irradiation - - 
procedures - 
Aflatoxins* Chillies, (i) 10 ppb (parts per High Modern HPLC 
Paprika, billion) for aflatoxin performance model costs 
Ginger, (B1+B2+G1+G2) liquid US$100,000 
Nutmeg, etc (ii) Sppb for aflatoxin chromatograph 
Bl, equipment 


(iii) See Table 3.5 for (HPLC) 
individual country 


limits 
Pesticide Ginger No MRLs set for Gas GSMS 
residues All spices spices at EU level chromatograph equipment 
All spices (only individual equipment model costs 

e Cartap country MRLs e.g., (GC) or Gas US$76,126 
e Inorganic Germany and chromatograph 

bromide Netherlands ) -See mass spec- 
e Hydrogen Table 3.6 trophotometer 

phosphide equipment 


(GCMS) 
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Table 3.4 (Continued) 


Hazard type Spice type EU std/limit Required Indicative 





conformity cost’ per 
assessment unit (USD) 
investment 
Heavy metals = Unspecified Atomic AAS set costs 
— Unspecified absorption US$120,000 
- Mercury All 5 mg/kg spectropho- 
- Cadmium All 20 mg/kg tometer (AAS) 
- Arsenic All 10 mg/kg equipment 
- Copper All 50 mg/kg 
- Lead 
- Zinc 
Prohibited food e Turmeric, Zero tolerance to HPLC As above 
additives Para Chilli, both additives equipment (as Not known 
red Sudan 1 Paprika, for aflatoxins, 
Cayenne the difference 
Pepper will only be on 
e Ground the certified 
chillies, reference 
Chilli and materials 
Curry needed for the 
powder detection.) 
Certificate 
stating absence 
of Sudan 1 


*Figures for equipment costs were obtained from TBS and TFDA purchase records for 2007. 
İTracking of Ochratoxin levels in spices has also started in EU. 
Source: Jaffee (2004) and Kithu (2001). 


equipment required. A brief discussion of the general standards (and the 
chilli requirement) is presented below. All technical details, unless otherwise 
cited, are from Jaffee (2004). 


Aflatoxins 


The limits shown in Table 3.5 were established as a result of the 2001 
amendment of the EU Commission’s 1997 specific regulation on aflatoxins 
contamination in spices. In the amendment, aflatoxins were described as 
potent liver carcinogens in animals and hence probable human carcino- 
gens. Aflatoxins B1, in particular, was branded a genotoxic carcinogen for 
which there is no lower threshold triggering harmful effects and therefore 
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no admissible daily intake could be set (CEC, 2001). The EU Committee on 
Toxicity of Chemicals in Food, Consumer Products and the Environment 
(COT) held that aflatoxins contamination in spices should be reduced to the 
lowest level technologically possible. 


Table 3.5 Summary of legislation on aflatoxins in developed spice-importing 























countries 

Country Permitted Levels For which Comments 

products 

Austria B1<1 ppb All Food stuffs 

(except 
mechanically 
prepared cereals in 
the case of B1). 

Belgium <5 ppb for In Belgian law 
Peanuts EU aflatoxins (and toxins 
legislation is in general) may not 
expected. present in foodstuffs 

i.e. not detectable. 

Germany B1 +B2+G1+ All foodstuffs 
G2<4 ppb 

Denmark B1 < 2 ppb 

Netherlands B1 < 5 ppb All foodstuffs No controls on B2 

Switzerland B1 < 1 ppb All foodstuffs 

(except maize) 
B2 + G1 + G2 All foodstuffs 
< 5 ppb 

United Kingdom <50 ppb advisory Only Aflatoxin 
level for chilly. Regulations on 

Nuts/Nut products 
Dried Figs/Dried Fig 
products, which when 
sold to the consumer 
must contain <4 ppb 
total Alfatoxin. No 
regulations on 
Spices/herbs. 

Spain B1 < 5 ppb 
B1+B2+G1+G2 All foodstuffs 
< 10 ppb 

Sweden B1+B2+G1+G2 All foodstuffs 
< 5 ppb 

Finland B1+B2+G1+G2 All foodstuffs 
< 5 ppb 

Italy + France <10 pbb for B1 No regulations 

U.S.A <20 ppb All foodstuffs Guideline FDA 


Source: Kithu (2001). 
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Maximum Residue Levels (MRLs) 


Under the EU regulations there are no dedicated Maximum Residue Levels 
(MRLs) for spices. However, individual EU member states have set dedi- 
cated spice MRLs, particularly Germany and Spain which between them 
have about 30-40 MRLs for spices. In Spain for example, the limit for Ethion 
(an insecticide used in chillies) is set at 0.1 ppm (parts per million) and for 
Carbaryl in fresh pepper at 5 mg/kg (see Table 3.6 for details). However, the 


Table 3.6 Maximum pesticides residues limits in Germany, Netherlands and United 
Kingdom 








Active substance Limit values in ppm 
Germany Netherlands United Kingdom 

HCH without Lindane 0.20 0.02 0.02 
Lindane 0.01 0.02 — 
Hexachlorobenzene 0.10 — 0.01 
Aldrin & Dieldrin 0.10 0.03 0.01 
Sum of DDT 1.00 0.15 0.05 
Malathion 0.05 0.05 8.00 
Dicofol 0.05 0.05 0.50 
Chlorpyrifos 0.05 0.01 - 
Ethion 0.05 0.01 — 
Chlordan 0.05 0.01 0.02 
Parathion — 0.10 1.00 
Parathion methyl 0.10 0.10 0.20 
Mevinphos 0.05 0.05 - 
Sum of Endosulfan 0.10 0.02 0.10 
Phosalon 0.05 1.00 0.10 
Vinclozolin 0.05 - 0.10 
Dimethoat 0.05 0.01 0.05 
Quintozen 0.01 - 1.00 
Metacriphos 0.01 - - 
Heptachlor & -epoxid 0.10 0.21 0.01 
Methidathion 0.02 - — 
Diazinon 0.05 0.05 0.05 
Fenithrothion 0.05 0.05 0.05 
Bromophos 0.10 - - 
Mecarbam 0.01 - — 
Methoxychlor 0.01 0.05 - 
Omethoat 0.40 - 0.20 
Dichlorvos 0.10 0.05 — 
Phosmet — 0.01 — 
Methylbromide -= = 0.10 
Tetradifon 0.05 - — 


Source: Kithu (2001). 
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requirement to use only chemicals that are registered as acceptable pesticides 
is akin to a standard at the EU level. 

Two complications in relation to MRLs for spices from the developing 
world have surfaced. A first complication relates to the absence of Extra- 
neous Maximum Residue Limits (EMRLs) for persistent pesticides which are 
still found in soil and water though they are no longer in use. This com- 
plication becomes more serious when the list of accepted pesticides for use 
is frequently updated whilst their presence in water and soil persists over a 
longer period. A second complication concerns the magnification effect of 
pesticide residues in dried chillies due to dehydration. Proposals by some 
spice exporters from developing countries (especially India) and least devel- 
oped countries to institute an adjustment factor of 10 to correct for this 
anomaly are yet to receive positive consideration in importing industrial 
countries (Jaffee, 2004). 


Artificial colorants and additives 


In recent years the EU’s attention has been on the presence in spices of 
the prohibited red dye Sudan 1 and chemical dye Para red. They are both 
believed to be carcinogenic. Sudan 1 dye presence in Indian spice consign- 
ments was posted on the EU’s Rapid Alert System of Food and Feed in 
May 2003 (Jaffee, 2004). A Para red dye alert was raised on 21 April 2005 
following its detection in some spice seasonings in the UK (Guardian Unlim- 
ited, 3.5.2005). Both cases resulted in product recalls and withdrawal from 
supermarkets. More recently the EU introduced a requirement that all con- 
signments of chilli imported to the EU shall be accompanied by an analytical 
report stating that there is no Sudan red dye in the product (see Broberg, this 
volume). 


Pathogens 


The major concern is with the presence of Salmonella bacteria contamina- 
tion in spices. Individual member EU countries have specific concerns on 
this pathogen (Table 3.3). For example, whilst the Netherlands observes zero 
tolerance to both Bacillus cereus and Staphylococcus aureus in general food- 
stuffs, tolerance limits for the same hazards in Germany are 1 x 10*/g and 
1 x 10?/g, respectively. 


Heavy metals 


Reference is sometimes made to spice contamination with Mercury, Lead and 
Cadmium (Henson, 2003; Jaffee, 2004). Many EU countries appear to have 
specified MRLs for Lead as well as for Arsenic, Copper and Zinc as shown in 
Table 3.4. 
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Local capacity for standards conformity assessment 


Food hazard testing 


Food hazard testing is a procedure to ensure that limits of micro-organisms 
are not exceeded in any food lot for conformity to any given food safety 
standard. Given the EU food safety-related standards presented above, 
requirements for conformity assessment would necessitate investment in the 
following equipment: 


a) high performance liquid chromatograph for detection of aflatoxins; 

b) atomic absorption spectrophotometer for detection of heavy metals; 

c) gas chromatograph for detection of pesticide residues; and 

d) diverse laboratory equipment (Table 3.7) for detection of microbial 
pathogens - and specifically for contamination with Salmonella bacteria. 


If testing for anaerobic bacteria like B. cereus and C. perfrigens, such a labo- 
ratory would be required to make additional investments to acquire special 
incubators, special growth media and an anaerobic jar. This could amount 
to an extra US$10,000 worth of equipment. 

Learning from the example of India (the largest spice producer 
and consumer globally, see http://www.caudilweb.com/triplestandards/en/ 
TopicSaspx), the above safety-related investments are possible where there 
is a critical mass of exporters and where both industry and government 
collaborate effectively (Jaffee, 2004). Thus, over the period 1991-2003, 
total safety-related investment in the Indian spice industry amounted to 


Table 3.7 Requisite laboratory equipment for Salmonella testing* 





Name of Capacity Number of Unit cost Total 
equipment of the units required (USD) investment 
equipment cost (USD) 
Incubator 400cc 3 6,000 18,000 
Water bath 300cc 1 2,000 2,000 
Autoclave 600cc 1 10,000 10,000 
Oven 400cc 1 4,500 4,500 
Stomatcher — 1 3,000 3,000 
Biological — 1 15,000 15,000 
safety cabinet 
Glassware variable variable variable 30/piece 


Total 52,530 


*For a laboratory handling up to 10 samples per day. 
Source: Laboratory Services Directorate, TFDA. 
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US$14.5 million, with three quarters of this being undertaken by the 
industry itself and one quarter by the public Spice Board. Investment in lab- 
oratories alone amounted to US$540,000. Of these costs 45 per cent was 
met through technical assistance from UNDP and ITC. The rest was met by 
industry and government (via the Spice Board). Meeting such challenges in 
the Tanzanian context, with low volumes, only a few exporters and a very 
weak institutional set up with minimal public sector involvement in the 
industry is bound to be difficult. 


Testing capacity in Tanzania 


No dedicated investment in laboratory testing equipment for safety-related 
risks for spices has been undertaken by either the private or public sec- 
tors in Tanzania. This is mainly explained by the factors just discussed, 
although it also relates to the change of direction in destination markets 
for clove, which is the major spice crop. If Tanzanian clove had contin- 
ued to be traded in high value markets as was the case in the past (Akyoo 
and Lazaro, 2007), the position might be different today. Given its value, 
the volume traded and the significant (Zanzibar) government involvement 
in its marketing, it was probably the only spice crop that could justify 
the involved capital expenditure. The current prevalence of exports to 
Asian markets that demand no strict adherence to safety standards is, con- 
versely, a significant disincentive for the sub-sector to engage in such costly 
investments. 

Nonetheless, there are investments by the public sector that can poten- 
tially serve a variety of agro-food export industries, including spices. The 
Tanzanian Bureau of Standards (TBS), the Tanzania Food and Drug Authority 
(TFDA), the Tanzanian Industrial Research and Development Organisation 
(TIRDO) and the Government Chemist Laboratory Agency (GCLA) have all 
undertaken investments in this regard. These organizations, however, priori- 
tize testing of imports and locally processed products. The capacities of each 
of these organizations are summarized in Tables 3.8 and 3.9 and then dis- 
cussed in turn. Table 3.8 summarizes physical capacity in terms of available 
equipment whereas Table 3.9 summarizes personnel capacity in respect of 
professional staff for each laboratory. 

Adequacy of human resource capacity is discussed here only in relation to 
the current activities planned and implemented by the agencies in question 
and not specifically in relation to testing of exports — which is not gener- 
ally undertaken except in the case of NFQCL (see Table 3.9). It should also 
be underlined that, even in relation to imports and domestically produced 
goods aimed at the national market, the activities of most of these agencies 
are somewhat limited. Some do have documented surveillance programmes 
but these tend to be implemented only in relation to crisis situations such 
as reports of contamination or likely contamination. Furthermore, there is 
little or no monitoring of primary products. 


Table 3.8 Summary of physical capacity for food safety testing by institution, 2008 





Hazard Test Equipment Institutions having Accred. Cost of test per 
necessary the equipment status sample 
Salmonella Laboratory test Incubator, water TBS, TFDA, TIRDO, NFQCL TFDA and TBS: US$ 
bath, autoclave, GCLA, NFQCL only 50; NFQCL is yet to 
oven, stomatcher, set fees for services 
biological safety rendered to outside 
cabinet customers 
Aflatoxins High performance High performance TBS, TFDA, TIRDO, None GCLA: US$ 30 
liquid liquid GCLA 
chromatography chromatograph 
(HPLC) 
Pesticide Gas chromatography Gas chromatograph TFDA, GCLA None GCLA: US$ 45 per 
residues (GC) pesticide 
Heavy metals Atomic absorption Atomic absorption TBS, TFDA, TIRDO, None GCLA: US$ 23 per 
spectrophotometry spectrophotometer GCLA metal 
(AAS) 
Artificial High performance High performance TBS, TFDA, TIRDO, None No laboratory tests 


colorants and 
chemical dyes 


liquid 
chromatography 
(HPLC) 


Source: Author survey data, 2005-08. 


liquid 
chromatograph 
(different certified 
reference material 
from those for 
aflatoxins) 


GCLA 


for these in Tanzania 


ZS 
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Table 3.9 Summary of professional capacity for food safety testing by institution, 


2008 


Institution Type of 
laboratory 


TFDA Chemistry 
Food micro- 


biology 


TBS Chemistry 


Microbiology 


GCLA Food 


Microbiology 


TIRDO Food micro- 


biology 
NFQCL Fish quality 
assurance 


TPRI Pesticide 
residue 
Quality 
assurance 


*On-going programme. 


Professional capacity 





Education 
level 


1 MSc 

1 MSc 

1 MSc 

1 Diploma 
1 BSc 

1 Diploma 
1 MSc 

BSc 
diplomas 
MSc 

BSc 
diploma 
MSc 

BSc 
Diplomas 
MSc* 

2 BSc 





PRRPRPRrPNFN WwW 


2 Diplomas 

1 BSc 

1 BSc 

4 Diplomas 

2 MSc + 1 BSc 
2 BSc 


3 Diplomas + 
2 certificates 
1 PhD 

1 PhD* 

1 BSc 

3 Diplomas 


2 MSc 

1 MSc* 

1 BSc 

2 Diplomas 


Source: Authors’ survey data 2007-08. 


Tanzania Food and Drugs Authority (TFDA) 


Discipline 


Food scientist 
Engineer 
Chemist 
Technician 
Food scientist 
Technician 
Chemist 

Food scientist 
Technicians 
Microbiologist 
Food scientist 
Technician 
Food scientist 
Food scientist 
Technicians 
Microbiologist 
Microbiologists 


Technicians 
Microbiologist 
Food scientist 
Technicians 
Microbiologists 
Food 

scientists 
Technologists/ 
Technicians 
Chemist 
Chemist 
Engineer 
Technicians 


Chemists 
Chemist 
Chemist 
Technicians 


Additional staff 
required to carry 
out existing tasks 


2 additional BSc 
level food scientists 
required 


2 additional 

BSc level food 
scientists and 2 
additional BSc level 
microbiologists 
required 


No additional 
requirement in the 
short run 
Unspecified staff 
deficit reported 


6 additional PhD 
chemists + 1 MSc 
or BSc chemist + 10 
technicians 
required 


TFDA operates under the Ministry of Health and Social Welfare and is 
responsible for overseeing the quality and safety of food, drugs and related 
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products. It was established under the Food and Drugs Act No. 1 of 2003 
and started operations in July 2003. It issues certificates of registration sub- 
ject to laboratory tests. Certification is provided on a consignment basis and 
the focus has mainly been on packaged processed foodstuffs. Spices have not 
been among the products that have been certified by TFDA. The argument 
is that, for a product to qualify for registration, its quality should remain 
unchanged over time and spices do not qualify on this basis, hence their 
exclusion. 

The TFDA laboratory, as of June 2007, was under major renovation. The 
available equipment could only test for microbial pathogen contamination 
in food. However, customers requiring other tests for their samples were 
accepted and the samples were taken to the GCLA. The TFDA fee structure 
for various tests is summarized in Table 3.8 below. 

A problem is that TFDA currently lacks accreditation’ to register the results 
of its tests. TFDA was looking forward to applying for accreditation during 
2008 after the new laboratory building was completed. Preparation of quality 
manuals (as per ISO/IEC 17025) was reported to have been completed. 

Levels of professional capacity at TFDA suffice for its current operations.” 
The personnel profile in the chemistry laboratory is made up of three MSc 
holders (a food scientist, an engineer and a chemist) and one Diploma holder 
(a technician). Recruitment of two BSc holders (both food technologists) 
is required to improve the capacity to operate existing equipment but was 
reported to be limited by budgetary allocations. The food microbiology lab- 
oratory is staffed with only one BSc holder (a food technologist/scientist) 
and one Diploma holder (a technologist/technician). An additional two food 
technologists and one laboratory technologist/technician are required to 
improve the capacity. 


Tanzania Bureau of Standards (TBS) 


TBS is the sole standards body in Tanzania and was established under the 
Standards Act No.3 of 1975, subsequently amended by Act No.1 of 1977. 
Being a national standards body, TBS is a member of ISO. It is the national 
enquiry point for all matters pertaining to standardization and ISO. In the 
process of formulating standards, technical committees are established for 
which TBS forms the secretariat. Currently, there are 30 technical commit- 
tees each comprising 12 members. Committee members are key stakeholders 
in the respective industries for which standards are to be formulated. Spices 
and Condiments is one of the technical committees of TBS and the national 
standards on spices are a result of its work. 

TBS’s laboratory can only handle tests for microbial pathogen presence 
and some aspects of heavy metal contamination. In the latter case, detec- 
tion is only for lead contamination whereas mercury testing is hampered by 
lack of requisite kits. Capacity to test for cadmium and other heavy met- 
als is doubtful as it was reported that such tests have not been attempted. 
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High Performance Liquid Chromatograph (HPLC) equipment to test for 
mycotoxins/aflatoxins was procured in October 2007. Gas Chromatograph 
equipment for pesticide residue (MRLs) testing is lacking. TBS’s labora- 
tory capacity deficit is reported to be more in regard to lack of necessary 
equipment than lack of trained staff. 

TBS’s microbiology laboratory is staffed with one MSc holder (a food 
microbiologist), two BSc holders (food technologists/scientists) and one 
Diploma holder laboratory technician. The chemistry laboratory had one 
MSc holder (a chemist), three BSc holders (food technologists/scientists) and 
two Diploma holder technicians. Both segments of the workforce were con- 
sidered sufficient for existing operations at the time of survey. Toll fees for 
various tests at the TBS laboratory are shown in Table 3.8 below. 

TBS’s microbiological laboratory became accredited by SANAS? in Decem- 
ber 2007 for E. coli, total plate count and coliform tests. Salmonella testing 
was not then accredited due to the absence of a biological safety cabinet. The 
cabinet has now been procured, thus an application for accreditation with 
respect to Salmonella testing is imminent. 


Tanzania Industrial Research and Development Organization (TIRDO) 


TIRDO is a parastatal organization which was established by Act No.5 of 
1979 and became operational in April 1979. It was set up for the pur- 
pose of conducting industrial research and providing consultancy services to 
industry. TIRDO has three laboratory facilities covering food microbiology, 
energy and environment. The microbiology laboratory is capable of testing 
for Salmonella, Vibrio cholera, S. aureus, Clostridium spp. and E. coli. 

TIRDO has HPCL equipment for aflatoxin testing but this was not in work- 
ing order at the time of the survey due to software problems. An atomic 
absorption spectrophotometer (AAS) for heavy metal testing has been pro- 
cured but was not yet in use at the time of survey. GC equipment is lacking 
so no testing for pesticide MRLs is possible. 

TIRDO’s microbiology laboratory is planning to apply for SANAS accred- 
itation.* All the necessary quality manuals are ready and a pre-assessment 
has already been done. The laboratory is staffed with one microbiologist, 
one food technologist and four technicians. This workforce was reported to 
be adequate given existing operations. 


Government Chemist Laboratory Agency (GCLA) 


This is the most sophisticated laboratory facility in the country in terms 
of food hazards testing. It is well equipped to test for all of the four types 
of hazards of concern, in addition to antibiotic residues. It is also the sole 
laboratory facility in East and Central Africa that is capable of testing for 
Polychlorinated biphenyls (PCBs). However, Tanzanian exporters tend not to 
use this local facility, first because of delays in delivery of test results which 
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often translates into loss of sales; and second because the laboratory, like 
those of TIRDO, TFDA and TBS, is not accredited, so test results would not 
be recognized in the EU market. 

The existence of delays is conceded by GCLA but said to be an inevitable 
consequence of the necessity of sourcing most of its certified reference mate- 
rial from abroad. For instance, the process of obtaining certified reference 
material for aflatoxin from Europe may take up to 2 months. At times, given 
the toxic nature of aflatoxins, reference material suppliers may even decide 
to come and verify the need for these materials on the ground of fear of 
possible misuse, as aflatoxins are also potent raw materials for biological 
weaponry. If this occurs, further delays are likely to be encountered. 

GLCA has also applied for SANAS accreditation and is now past the first 
stage, that is, registration for accreditation. In the first phase of evaluation, 
the current buildings were disqualified, thus new buildings are now under 
construction. The fee structure for GCLA test services on spices and herbs is 
as shown in Table 3.8. 

GCLA is staffed with a total of five food technologists/microbiologists (one 
MSc holder, one currently undergoing MSc degree training and three BSc 
holders). The three BSc holders are serving in Mwanza branch. There is also 
a total of six technicians (four in the food laboratory and two in the microbi- 
ology laboratory). At the moment, there is a deficit of two BSc-holding food 
technologists and two BSc-holding microbiologists, to serve in the food and 
microbiology laboratories, respectively. 


Tropical Pesticide Research Institute (TPRI) 


TPRI was established in 1979 by an Act of Parliament. It is under the Min- 
istry of Agriculture, Food Security and Cooperatives (MAFSC). It has two 
laboratories that fall under the analytical section of its technical services 
department. The laboratories are (i) a pesticide residue laboratory and (ii) a 
quality assurance and analytical laboratory. 

TPRI is yet to start on food testing activities due to two major reasons. 
Firstly, its laboratories are ill-equipped for food hazards testing. The pesti- 
cide residue laboratory is deficient in equipment (MRLs cannot be tested for 
as a GC is lacking). The available AAS can only detect copper, chromium, 
zinc and manganese but not other heavy metals including cadmium, lead 
and mercury. Secondly, TPRI is specialized in pesticide formulation, so food 
testing is outside its main agenda. Pesticide formulation activities involve 
testing pesticide composition against given specifications for ensuring their 
authenticity, effectiveness and proper usage. The quality assurance labora- 
tory is thus equipped with working HPLC, AAS and GCs. This equipment is 
not however used for food testing for fear of cross contamination of results. 

TPRI’s personnel profile also reflects the organization’s specialization. The 
entire staff is made up of chemists and there are no food microbiologists or 
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technologists. However, judging from the long experience with pesticides in 
general and the available personnel, TPRI could be a strong centre for MRL 
testing in future if the proper equipment were available and its mandate 
modified. 

On the other hand, according to the analyst in-charge, current recruit- 
ment priorities are for more chemists, including four with PhDs, natural 
products chemist and a toxicologist and four diploma level technicians 
for the pesticide residue laboratory, as well as three additional analytical 
chemists (two of them at PhD level) and four Diploma level technicians for 
the quality assurance laboratory. 


National Fish Quality Control Laboratory (NFQCL) 


The NFQCL is situated at Nyegezi in Mwanza city, North Western Tanzania. 
It is owned by the government and operates under the Ministry of Natural 
Resources and Tourism. It is the government-designated fish quality control 
laboratory and caters specifically for the Lake Victoria Nile Perch industry. 
Fish quality and safety failures in the past resulted in EU import bans on Nile 
Perch from Lake Victoria. Recent government investment in the laboratory 
is thus a response to these shocks. 

NFQCL food testing capacity is summarized in Table 3.8 feature of this 
capacity is its achievement of SANAS accreditation for Salmonella testing. 
This is the only laboratory in the country that has so far been accredited for 
testing this parameter. The lab however lacks capacity in testing for other 
food hazards —- pesticide residues, heavy metals, aflatoxins and chemical 
dyes and colorants. NFQCL’s personnel profile is summarized in Table 3.9. 
Deficits of personnel in each category were stated (an analytical chemist, an 
environmental chemist) but no precise figures were given. 

In the short term, NFQCL’s objective is to provide laboratory analytical 
services for fish and fishery products only. In the long run, the laboratory 
plans to offer such services for other food stuffs plus intensive involvement 
in research activities. 


Conformity assessment for organic agriculture 


Organic certification for export destined spices is currently carried out by 
a Swiss company, IMO (Akyoo and Lazaro, 2007). Initially, all work includ- 
ing inspection was carried out by this agency. Lately, most of the activities 
(especially inspection) have been externalized to staff from the local cer- 
tification agency TANCERT® (Tanzania Organic Certification Association). 
This has been the trend in all the East African countries in matters pertain- 
ing to organic certification (Rundgren, 2007). But certification itself is still 
performed by IMO. 

Costs for foreign-based certification are generally considered to be high, 
with charges per individual farmer ranging from US$10 to US$100 for 
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typical Internal Control Systems (ICS) for 500 farmers and for 10-20 farmers, 
respectively (ibid.). The average cost of certifying an individual farmer as cal- 
culated from data for Tanzanian exporters ranges from US$9.3 to US$35.3 
(author’s survey, 2006-07). Accreditation of local agencies has always been 
thought of as a feasible way to reduce these costs. 

However, the observed trend is that foreign-based certifying agents estab- 
lish regional representation and forge ever closer cooperation with local 
bodies, rather than the latter obtaining EU accreditation in their own right. 
Conflicts of interest between the two camps (accreditation of a local body 
for certification purposes possibly means replacing a foreign-based one) may 
slow down the process. 

TANCERT describes itself as a private organization of farmers that was 
established in 2003. It was founded by NGOs interested in organic-related 
activities and registered under the 1954 Societies Ordinance. It inspects 
and/or certifies spices on request. It is able to inspect for organic stan- 
dards for almost all markets through its contract and cooperation with IMO. 
However, it plans to fully replace IMO in 2 years’ time. Its accreditation 
application for international organic certification is being audited by IOAS 
(International Organic Accreditation Services). TANCERT claims that local 
exporters are incurring high certification costs due to the absence of an inter- 
nationally accredited local certifier. TANCERT is currently authorized only to 
inspect to regional organic standards. IMO and TANCERT fee structures for 
their different activities are shown in Table 3.10. 

From the details of Table 3.10, marked differences in inspection and cer- 
tification costs can be observed between the IMO and TANCERT. However, 
it is difficult to compare these on account of TANCERT’s lack of interna- 
tional accreditation. Arguably, given the fact that TANCERT’s jurisdiction is 
restricted to the domestic and regional markets whereas IMO caters for high 
value markets, such differences might be expected. 

However, an ongoing point of contention concerns IMO’s different 
charges for field inspections when these are done by junior or senior inspec- 
tors, respectively. This was also brought up by spice exporting companies 
in Zanzibar (Akyoo and Lazaro, 2007). The complaint is that the decision 
to send a junior or a senior inspector is the prerogative of the certifying 
agency. Since both scenarios (use of junior or senior inspector) lead to sim- 
ilar outcomes, the different charges (US$133 vs US$224 per day) are said to 
be unjustified. 


Summing up 

From the foregoing discussion, the following can be observed: that while 
there are no dedicated testing facilities for spices, there are a number 
of multi-functional testing facilities in Tanzania. However, none of these 
facilities performed any tests for spices. This is partly because of lack of inter- 
national accreditation of most Tanzanian testing facilities, partly because of 


Table 3.10 YMO* and TANCERT fees schedules 








Application Category Level in USD Level in USD Explanations Explanations 
fees or equivalent or equivalent (TANCERT) (IMO) 
(TANCERT) (IMO) 
Small individual farms 30 - The fees are No application fee. 
paid in a lump Prepayment of 
Society/Association/Farm 30 — ee wrai MASpECHOM coss 
applicants required before start 
group submit the of inspection. 
Operator with contracted 25 - 
fimer forms to 
Processor at small scale 30 - aeons e 
Processor at factory level 50 = app 
Big farms 50 - isnot 
refundable. 
Inspection Category Level in USD or Level in USD Explanations Explanations 
fees (Daily fees) equivalent domestic or equivalent (TANCERT) (IMO) 


market (TANCERT) 


domestic 
market (IMO) 





Small individual farms 


Society/Association/Farm 


group 
Operator with contracted 
farmers 

Processor at small scale 


Processor at factory level 


Big farms 


100 


120 


150 


100 


150 


150 


€250 
($350) 
€95-€370 
($133-$518) 
€95-€377 
($133-$527.8) 
€250 

($350) 
€250 

($350) 
€250 ($350) 


All levels are 
rated per day 
of inspection 
work. 


Depending on 

the task, field 
re-inspection €95 
($133) conducted by 
junior inspector, 
€160 ($224) 
conducted by senior 
inspector, €370 
($518) for evaluation 
of ICS. 
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Certification Category Domestic and International Description Description 
fees regional market in (TANCERT) (IMO) 
market in US$ USD or 
or equivalent equivalent 
(TANCERT) (IMO) 
Small individual farms 50 €160-€830 Per working Certification fee 
($224-$1162) day (lump sum payment) 
Society/Association/Farm 80 €160-€830 according to 
group ($224-$1162) standard, to be paid 
Operator with contracted 100 €160-€830 for each standard 
farmers ($224-$1162) certified against. 
Processor at small scale 60 €160-€830 
($224-$1162) 
Processor at factory level 100 €160-€830 
($224-$1162) 
Big farms 100 €160-€830 


Notes: Other fees: the operator must meet transport and accommodation costs for the inspector as well as overhead costs during inspection like photocopy- 
ing and printing. These will be worked out and agreed with TANCERT before an inspector is assigned to the inspection work. For IMO, travel costs and 


($224-$1162) 


accommodation during inspection have to be reimbursed based on actual expenditure. 
* IMO inspection and certification fees in Africa. 
Source: TANCERT, 2008; IMO, 2008, personal communications. 


$9 


66 Conformity Assessment Capacity 


specialization by some accredited facilities in other commodities and partly 
because exporters of spices (and many other products) avoid using these 
facilities due to inefficiency. 

At the same time, there seems to be a lack of a coordinated national 
approach to capacity for food testing generally. This is reflected in the over- 
lapping mandates of, and replication of efforts in equipment acquisition 
and test accreditation by, laboratories under different ministries’ ownership. 
Many stakeholders attribute this to the absence of a food safety policy in 
the country. This results in underutilization of sophisticated and often very 
expensive equipment. 

Some critical equipment is not yet working, out of order or not accred- 
ited for use. This is partly an indication of inadequate technical capacity 
to operate the equipment. Levels of professionally qualified staff for cur- 
rent food safety testing is generally not the main constraint, but specialized 
training to carry out specific tests, operation and maintenance of equip- 
ment is still needed. A major problem would appear to be dispersal of 
capacity between laboratories. Capacity would almost certainly be a more 
serious problem if a majority of institutions systematically implemented 
surveillance programmes. 

Finally, for organics, IMO has a de facto monopoly in Tanzania although 
TANCERT may be an alternative in the future. 


Concluding remarks 


Despite the existence of multi-functional testing facilities in Tanzania, local 
exporters of spices to the EU are not among the users of these facilities. Tests 
and certification are invariably carried out abroad or by foreign actors, usu- 
ally through the assistance of exporters’ sister or partner companies (Akyoo 
and Lazaro, 2007). This can be explained, firstly, by delays in local service 
delivery due to inefficiencies in, for example, the procurement of necessary 
laboratory reference materials for various tests, or to laboratory equipment 
being unusable.’ Secondly, it relates to the existence of testing facilities 
abroad which are more efficient and convenient to importers (exporters are 
not made to pay for tests directly upfront and in some cases appear to pay 
only for dispatch of samples). Whether or not testing facilities abroad are 
also cheaper could not be determined since efforts to obtain data on rela- 
tive costs of testing in Europe and Tanzania proved unsuccessful. Thirdly, 
it relates to the fact that all surveyed laboratories are struggling to acquire 
comprehensive SANAS accreditation. Since accreditation is given on a test 
by test basis, the recent achievements in this area have not so far created 
significant benefits for the spices sub-sector. For instance, while the NFQCL 
laboratory is the only facility in the country that has acquired accreditation 
for Salmonella testing due to the importance of the hazard for the Nile Perch 
industry, the laboratory is not only far removed from spice production and 
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marketing sites, but is also — at least for the time being — specifically reserved 
for the Nile Perch sub-sector. Moreover, there is no laboratory in the country 
which is accredited to test for aflatoxins, pesticide residues, heavy metals or 
artificial chemical dyes. Finally, in the case of organic certification, TANCERT 
goals to be accredited and recognized as an international organic certifica- 
tion agency are far from being achieved. It is one thing to be IOAS accredited 
and quite another to gain international recognition. 

According to Tanzania’s National Trade Policy (2003), the general 
approach in export promotion is to align local standards with those of 
the major importers. Local capacity for conformity assessment of exports 
is important for Tanzania, both in relation to the potential reduction in 
turn-round time and the possibility for more detailed informal technical 
interaction between actors. At the moment however, even conformity assess- 
ment of imports is patchy. One major challenge is better coordination 
between, and greater efficiency of, Tanzanian institutions. A second chal- 
lenge is completing the necessary investments and gaining international 
accreditation by governments. 

Theoretically, meeting local standards will prepare operators for participa- 
tion in international markets. However, the documented local standards are 
not enforced, either in the domestic market or in regional markets within 
Africa and low value markets in Asia. It is only if an exporter wishes to 
export to the EU that he or she has to meet either local or international 
standards. In a context where exports to high value markets like the EU are 
still quite low (see Akyoo and Lazaro, 2007), both enhanced conformity and 
improved conformity assessment for spices are distant prospects (except in 
the case of organic certification). The small number of exporters and volume 
of exports, the current modus operandi in production and marketing, agen- 
cies’ lack of experience with systematic surveillance programmes and the 
demanding nature of export conformity assessment techniques and accred- 
itation requirements are not positive ingredients for further investment in 
domestic conformity assessment, whether it is dedicated to spices or indeed 
if it is for agro-food exports in general. However, if all potential export indus- 
tries that require such safety assessment are factored in, such an endeavour 
could become at least economic. 

Incomes in the developing Asian countries are increasing. These are the 
countries that form the major market for conventional spices from Tanzania. 
Since demand for food safety is a function of income levels, it is likely that 
these countries also will demand higher levels of food safety in the near 
future. In this sense, safety-related investments in Tanzania have a long-term 
justification. 

Organic certification is currently the most demanding type of food safety- 
related conformity that the Tanzanian spice industry engages with. Lack of 
international accreditation of the local certification body is making com- 
pliance costs exorbitant. Again since TANCERT will certify for all export 
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crops and the organic market is growing worldwide, there is a case for public 
support for its achievement not only of international accreditation but also 
subsequent efforts to secure practical recognition. 

Formulation of a National Food Safety Policy that defines the role of the 
private and public sectors as well as each individual institution will go a long 
way towards harnessing the currently scattered efforts for building a stronger 
national conformity assessment capacity in Tanzania. Unified ownership 
of all public testing laboratories would as a first step enhance a common 
approach to building capacity. A second stage of such changes could be 
encouragement of private participation in testing laboratories. 


Notes 


1. Accreditation involves a multi-stage process that include: documentation — appli- 
cation —> documents review— feedback — pre-assessment — initial assessment > 
recommendation — accreditation. In this regard, TBS’s metrology (scientific mea- 
surement) and microbiology laboratories are currently SANAS accredited (although 
not for Salmonella). SANAS (South Africa National Accreditation Service) is a 
member of both the International Laboratory Accreditation Cooperation and the 
International Accreditation Forum and it is recognized by the EU. TBS’s food and 
chemistry laboratory is at the pre-assessment stage; and TIRDO’s microbiology and 
chemistry lab is at the pre-assessment stage. DANIDA is financing the ongoing 
accreditation applications for all five laboratories. 

2. Following procurement of HPLC and GCMS, TFDA laboratory staff were trained in 
Germany for three months to enhance their ability to operate the equipment. 

3. Government Chemists in Tanzania and Uganda are applying for SANAS accredita- 
tion, whilst that in Kenya has opted for accreditation by UKAS (United Kingdom 
Accreditation Service). 

4. Normally the total cost of completing an accreditation exercise, for any test, 
amounts to about US$9000. However, any applicant has to be cautious when apply- 
ing because non-compliance at any single stage will render the whole exercise null 
and void and thus requiring a fresh start after the anomaly or anomalies are cor- 
rected. A fresh start attracts the same costs as initially, so many laboratories prefer to 
go through the pre-assessment stage before actual initial assessment to avoid such 
possible losses. 

5. Besides IMO, TANCERT has cooperation agreements with other organic certify- 
ing agencies that are operating in Tanzania. These include CERES (Germany) and 
Bioinspecta (Switzerland). However, IMO is the major player in the spices sub- 
sector. Other agencies that are operating in Tanzania but are yet to enter into 
cooperation agreement with TANCERT include Ecocert (France/Germany) and SKAL 
(Netherlands). 

6. This will not automatically qualify it for recognition by the EU as an authorized 
certification body however. Under EU regulation 834/07 this is subject to a further 
assessment by the EU Commission. 

7. Major breakdowns are frequent due to erratic power and water supply. Exorbitant 
repair and maintenance costs for laboratory equipments are also significant chal- 
lenges. Manufacturers and suppliers do not disclose all technical details in regard 
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to laboratory equipment supplied. This necessitates that laboratories obtain techni- 
cians from source to fix and repair. The exercise has so far proved very expensive 
and unsustainable. Donor funded equipment is more prone to this problem as each 
financier normally has its own preferred suppliers, a situation which leads to a large 
number of diverse suppliers and manufacturers per laboratory. 
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An Analysis of Organic Contract 
Farming Schemes in East Africa 


Peter Gibbon, Adam Akyoo, Simon Bolwig, Sam Jones, 
Yumiao Lin and Louise Lund Rants 


Introduction 


As noted in a number of chapters in this volume, recent years have seen 
a substantial increase in African smallholder production to ‘sustainability’ 
standards. This reflects the dynamic growth of Northern markets for prod- 
ucts certified to these standards and, in turn, the premium prices that this 
generates. All of the production concerned appears to be organized through 
a contemporary variant of contract farming. Like earlier African variants, 
this is donor-supported. But contracting for sustainability attributes is gen- 
erally by private corporations rather than by government or public—private 
agencies and contracts are ‘market based’, in the sense that they tend to 
focus mainly on price and quality requirements rather than input supply, 
production calendars and so on. 

Against this background, the chapter asks whether there are measur- 
able economic benefits for farmers who participate in one variant of such 
schemes, namely those for certified organic produce. Secondly it asks 
whether, assuming such benefits can be established, these derive from initial 
differences in factor endowments or from factors integral to scheme partici- 
pation, such as price premiums and access to different technologies. Thirdly, 
assuming that outcomes will not be identical across organic contract farm- 
ing schemes, it poses the question of what scheme framework conditions are 
associated with optimization of farmers’ economic benefits. 

The chapter reports and analyses results from seven surveys of six organic 
contract farming schemes in East Africa (one surveyed twice) conducted 
between 2005 and 2009 by participants in the SAFE research programme. 
It is organized in seven succeeding sections. These review the relevant issues 
in contract farming and organic farming (second and third sections), pro- 
vide an overview of the schemes surveyed (fourth section), describe in more 
detail the research questions addressed and methods used (fifth section) and 
present results (sixth section) and a discussion of them (seventh section). 
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The final section concludes. An appendix provides more detail in relation to 
the analytic methods employed. 


Contract farming in Africa 


Glover (1983; 1987) defines contract farming as an arrangement where a 
processor or exporter (or an agent combining these functions) purchases 
the harvest of independent farmers, on terms arranged in advanced and 
described in a contract. Such contracts are usually annual and in relation 
to a single crop. Typically, they also specify a given volume (minimum or 
maximum) to be delivered, crop quality requirements and price. Often there 
is provision by the processor or exporter of inputs and services. There is 
always reference to the contracting agent’s right to reject produce, although 
the grounds referred to may be more or less narrowly defined. Glover and 
others distinguish this type of arrangement from similar contractual ones 
where farmers are not independent, such as sharecropping. 

Contract farming in developing countries appeared first in the 1950s, 
in two main forms. Firstly, particularly in Asia and Latin America (and 
parts of West Africa), it emerged in the wake of the dissolution of plan- 
tation production for crops such as palm oil, rubber and cocoa. This 
occurred against a background of political independence and falling terms 
of trade for the crops themselves, and usually involved distribution of 
plantation land to former workers (Baumann, 2000, 11). A second form dat- 
ing from this period, evident throughout Africa, was large state-sponsored 
rural development projects focussing upon a single export crop, estab- 
lished on land cleared for the purpose with farmers resettled from areas 
deemed to be overcrowded. These schemes normally had some private 
participation, either on the basis of a management contract or direct 
investment. But public investment usually dominated. Schemes were estab- 
lished for cultivating tea, sugar, tobacco, cotton, groundnuts and - less 
frequently — fresh produce. After the liberalization of export crop agriculture 
in Sub-Saharan Africa in the mid-1990s a number collapsed, while others 
were taken over by private companies. Most of the literature on contract 
farming in Africa published before 1995 reflects the experience of these 
schemes. 

Since market liberalization, new ‘second generation’ contract farming 
schemes have continued to be organized in the horticulture sector (see IFAD, 
2003 on Kenya and Zambia; Minten et al., 2007 on Madagascar; Maertens 
et al., 2007 on Senegal). These differ from earlier similar schemes in that they 
involve private companies making arrangements with already established 
farmers. However, they are identical in certain other respects, for exam- 
ple the often very detailed controls exercised over smallholder production. 
From around 2000, on the other hand, a further distinct generation of con- 
tract farming has also emerged, for production of traditional export crops to 
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international ‘sustainability’ standards. In East Africa today, schemes of this 
kind exist for coffee, tea and cocoa in relation to standards such as organic, 
UTZ CERTIFIED and Fairtrade. 

Both ‘second’ and ‘third’ generation contract farming can be interpreted 
as providing solutions for processors or exporters to the problem of securing 
determinate crop volumes and qualities while confining associated produc- 
tion risks to the farmer. This contrasts to the earlier generation of public 
schemes which - while also confining production risk to farmers — were 
mostly aimed at securing continuous throughput for in-situ crop processing 
(cf. Binswanger and Rosenzweig, 1986).' In both its recent forms, contract 
farming also potentially reduces processors’ or exporters’ transaction costs 
in supplying inputs and technical services — by creating economies of scale 
in distribution and by allowing input credit to be recovered through deduc- 
tions in price at the time of crop purchase. However, input supply, especially 
on credit, is much less common in the third generation schemes associated 
with traditional export crops and sustainability standards. This is a result 
both of the presence of a large potential supply base absent in the case of 
horticulture and of clear opportunities for farmers to side-sell inputs and 
outputs.” From the standpoint of the farmer therefore, this type of contract 
farming scheme can be mainly interpreted as providing secure access to mar- 
kets and — where prices or premiums (or both) are stated in contracts — with 
a reduction in price risk. 

Donors were heavily involved in the promotion of the first generation of 
contract farming schemes between the 1950s and the mid-1970s, but, with 
a few exceptions such as the Commonwealth Development Corporation, 
seemingly lost interest in these arrangements over the next two decades. 
Since around 1995, they have become active supporters again in Africa. This 
has been against the background of growing public recognition of deficien- 
cies in the market liberalization paradigm, including input market failures 
and apparently low smallholder access to higher-value markets. Thus, donors 
have been attracted to contract farming because of its perceived capacity to 
solve problems of ‘missing markets’ — including restoring the link between 
smallholders and remunerative export markets. This is despite the fact that 
the first generation of these schemes were heavily criticized for excluding the 
poor, not least as a result of selection criteria deliberately aimed at screen- 
ing out less educated farmers or farmers with fewer assets (cf. Buch-Hansen 
and Kieler, 1983; Kennedy and Cogill, 1987; Glover and Klusterer, 1990; 
Little, 1994). 

Two recent ways in which contract farming inclusiveness has been pur- 
sued are integration of group marketing mechanisms (Coulter et al., 1999) 
and group certification and similar arrangements where schemes involve 
production to sustainability standards. A contemporary survey of contract 
farming in developing countries even goes as far as identifying a new ‘Mul- 
tipartite’ model involving both intermediary agencies and group marketing 
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Table 4.1 First and third generation contract farming in Africa 





End market Local market Contracting Corporate Contract 
characteristics characteristics company strategy content 
First Bulk, thick Monopsonistic; Large, Multi-stage Detailed, 
generation fully publicly control over strong focus 
inter-locked backed farmers on 


pre-harvest 


Third Niche, thin Semi- Variable in Price Limited 

generation monopsonistic size, donor- incentives coverage, 
with some supported and strict focus on 
competition; QC post-harvest 
sometimes 


inter-locked 


arrangements, in opposition to the supposedly classic ‘Centralized model’ 
(Eaton and Shepherd, 2001). 

Arguably however, the presence of such mechanisms is not the most 
important difference between earlier models and recent ‘third generation’ 
ones as defined above. In contrasting ‘first’ and ‘third’ generation contract 
farming, differences in the nature of the end markets served, in local market 
conditions, in types of contracting companies and their corporate strategies 
and in the content of the contracts typically used are equally important. For 
these parameters, some stylized differences between the first and most recent 
generation of contract farming are presented in Table 4.1. 

The difficulty in enforcing monopsony following liberalization in tradi- 
tional export crop sectors, even under contract farming conditions, has been 
already referred to — as has its corollary of contracting companies’ reluctance 
to supply inputs and services on credit. In addition, the markets that con- 
tracting companies in third generation schemes typically sell into are both 
specialized and subject to discontinuous patterns of demand. This has impli- 
cations for their strategies in relation to farmers. Ideally, in order to minimize 
their risks of participating in these types of markets, companies need to 
achieve levels of product quality that command premiums in mainstream 
as well as specialized markets. Together with reluctance to undertake the 
investments necessary for detailed control of the production process (com- 
pounded by the small size of some contracting companies?) this leads to a 
concentration of interventions around the point of purchase - by enforcing 
quality control criteria and providing price incentives aimed at rewarding 
conformity to them. This is reflected in the typical content of contracts, 
which provide detail mostly in relation to what quality attributes attract 
premiums while — as regards production requirements — referring simply to 
whatever international standard is being followed. 

It is not obvious how these unique features of third generation contract 
farming affect the selection issue. The fact that contracting companies in 
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such schemes are little involved in input provision suggests that they will 
have less incentive to select only farmers with greater resources. Another 
relevant factor concerns costs of certification, where this utilizes ‘internal 
control schemes’ (ICSs). Where ICSs are used, large economies of scale can 
be attained in farmer certification. Nonetheless, a relation still exists between 
scale of contracting and costs of farmer registration, so that some incentives 
for selection remain. 


The economics of organic farming 


Organic farming’s distinctive features are its emphases on building soil 
fertility and controlling weeds, diseases and pests through rotations and 
encouragement and application of naturally occurring materials and organ- 
isms. Reliance on non-local inputs is reduced to a minimum and use of 
synthetic inputs is generally forbidden. Meeting the requirements of organic 
certification, on the other hand, mainly involves elimination of synthetic 
inputs rather than following a list of prescribed techniques. This reflects the 
fact that organic standards emerged in countries with widespread and heavy 
use of synthetic inputs. Here, yields would typically collapse in the absence 
of use of synthetics unless rotations and alternative soil fertilization methods 
were adopted. Hence there was no need to require these in standards. 

Against this background, economic studies of organic agriculture in North- 
ern countries focus mainly on trade-offs from replacement of synthetic- 
based practices by more labour-intensive techniques. Generally the literature 
finds that losses from lower yields and higher labour requirements are offset 
by reduced input costs and price premiums (for overviews of recent findings 
see Dmitri and Green (2006) for the US and Nieberg and Offerman (2003) 
for the EU). However, premiums are rather unstable and, at least in Europe, 
the profitability of organic farming also depends upon public support for the 
process of conversion (cf. Padel and Lampkin, 1994). 

Only a handful of studies comparing organic with conventional farming 
in the tropics have been published (Lyngbaek et al., 2001; Bray et al., 2002; 
Damiani, 2002; Bacon, 2005; Van der Vossen, 2005; Eyhorn, 2007). Except 
of the study by Eyhorn, none report comprehensive farm budget-related 
survey data and most are based on sample sizes of 20 or fewer. A further 
limitation is that most of the report results from Latin America, where the 
conventional farming systems with which comparisons are made are rela- 
tively high-input ones. No studies are available from Africa, where chemical 
use amongst smallholders is much lower than in other tropical regions and 
has stagnated for some years (Kelly et al., 2005). As a result of the prevalence 
of low-input systems, most African smallholders can conform to the require- 
ments for organic certification without making significant changes to their 
farming methods - and thus without incurring new costs (or savings). 
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On the other hand, public support of farming in Africa, including of 
organic farming, is almost entirely absent. Thus, while organic certification 
should be technically easy to obtain, in practice this occurs only in the 
context of donor financial support. Typically this is in the context of a small- 
holder contract farming package that also involves farmer training and in 
which certification is on the basis of an ICS -an apparatus for farmer registra- 
tion, designation of internal inspectors and reconciling farmer sales against 
their production capacity. Training may include dissemination of specifically 
organic farming techniques, but contracting companies often chose to place 
greater emphasis on generic crop and field maintenance and post-harvest 
processing techniques. Thus, in addition to the classic confounding variable 
confronting the economic evaluation of contract farming schemes (selec- 
tion), evaluation of organic contract farming schemes needs to take into 
account a second source of potential bias. This is that the farming methods 
utilized in these schemes need not necessarily be significantly more ‘organic’ 
than those used by ‘conventional’ African smallholders. 


The organic contract farming schemes surveyed 


This study reports the results from seven household surveys of six organic 
contract farming schemes (OCFSs) in Uganda and Tanzania, carried out 
between 2005 and 2009 (Table 4.2). All the schemes received technical assis- 
tance (TA) and financial support from a Swedish development assistance 
programme Export Promotion of Organic Produce from Africa (EPOPA), 
which ran from 1997 to 2008. EPOPA supported a total of 31 OCFSs in 
East Africa in this period, mainly in the form of developing ICSs, training 
company staff and field officers, setting up demonstration plots and quality 
management systems, commissioning market surveys and supporting atten- 
dance at international trade shows. Certification was also financed but only 
during the period of organic conversion (normally one year from registration 
where there was no history of chemical use). Other support was normally 
provided for a 3-year period. The companies supported by EPOPA typically 
received around US$100,000 worth of TA and financial support, of which 
about US$20,000 was allotted to ICS development and certification, after 
the fees received by the implementation agency were deducted (Agro Eco BV 
and Grolink, 2008). 

In all areas where the schemes surveyed were located, chemical use was 
low or non-existent. Hence, organic conversion entailed farmers having to 
make few practical changes to farming systems. On the other hand, use of 
specifically organic farming practices prior to conversion was also quite rare, 
except for pineapple farmers’ use of coffee husks for mulching and upland 
coffee farmers’ use of soil conservation methods. It should also be noted 
that, in the areas surveyed, the crops that were certified were typically free 
of major plant health problems. 


Table 4.2 Organic contract farming schemes surveyed, 2005-09 





Crop(s) Additional Contracting Location Date Date of N Sample Sample 
standards company scheme survey contracted size, size, 
started farmers at scheme control 
survey date members group 
Arabica — Kawacom (U) Mt Elgon, 2001 2006 3,870 112 48 
coffee Ltd Uganda 
Arabica Fairtrade Gumutindo Mt Elgon, 2001 2006 2,134 102 50 
coffee Cooperative Uganda 
Cocoa, — Esco (U) Ltd Bundibugyo, 2001 2005 1,721 30 30 
vanilla Uganda 
Cocoa, — Esco (U) Ltd Bundibugyo, 2001 2009 6,950 90 82 
vanilla Uganda 
Pineapple - Biofresh (U) Luwero and 2004 2006 34 32 32 
Ltd Kayunga, 
Uganda 
Black pepper - Tazop Ltd Muheza, 1999 2006 152 61 71 
Tanzania 
Chilli - Zangerm Ltd Zanzibar, 1995 2007 150 61 59 


Tanzania 


94 


Peter Gibbon et al. 77 


The OCFSs surveyed will now be briefly compared in relation to some of 
the characteristics of contemporary contract farming in Africa referred to ear- 
lier, that is with reference to the nature of local output markets, contracting 
firms and their strategies, and contract content and implementation. While 
all the schemes studied broadly share the stylized characteristics depicted 
for contemporary contract farming schemes in Table 4.1, some important 
differences in respect of these parameters were also evident. 


Local output markets 


Local output markets for crops produced in the schemes were generally 
dynamic. During periods of peak demand, between four and eight conven- 
tional buyers competed in each of the Kawacom, Gumutindo Cooperative, 
Esco (2005) and Biofresh scheme areas. Competition was partly on price but 
also in relation to product specification. Rival buyers were typically prepared 
to buy produce in a semi- or unprocessed state, or to offer farmers other 
incentives such as buying crop in the field and then harvesting it themselves. 

In the Esco (2009) scheme area, there was not only competition from two 
or three conventional buyers but from another large international trading 
company that had registered over 3000 farmers in a geographically over- 
lapping cocoa OCFS. Esco responded to this both by raising its prices and 
by buying cocoa throughout the year rather than only during traditional 
harvesting seasons when competition peaked. 

The situation in respect of the two Tanzanian spice schemes was quite 
different. Although other traders were present in both areas, these did not 
appear to command significant resources and neither Zangerm nor Tazop 
faced serious local competition. 


The contracting companies and their strategies 


The contracting companies fell into three categories. Kawacom and Esco 
were Ugandan affiliates of multinational trading companies whose main 
businesses were in the conventional market and which had the resources 
to run large schemes in a professional way. Gumutindo Cooperative, though 
small relative to most Secondary Cooperative societies in East Africa histori- 
cally, had a long-standing link to the largest UK Fairtrade organization, Twin 
Trading. Twin Trading provided 60 per cent of Gumutindo’s annual crop 
finance requirements (enabling it to obtain the remainder on favourable 
terms) and in addition financed a cupping laboratory and training of a cup- 
per. Gumutindo was also unusual in that its crop purchase and export mar- 
keting functions were hived off into a financially autonomous agency. The 
third category of company was made up by Biofresh, Tazop and Zangerm. All 
three were partnerships between local businesspeople and small-scale spe- 
cialized organic distributors based in Germany or Switzerland. Their annual 
turnover was in a range between US$100,000 and US$150,000 only. In each 
case working capital was provided by the distributor. 


Table 4.3 Descriptive statistics (means) 


KAWACOM 








Row Indicator Unit GUMUTIN ESCO 2005 ESCO 2009 BIOFRESH TAZOP ZANGERM 
o C o C o C o C o C o C o C 

1 Age, h/h head years 46.3 47.1 441 465 48.9 40.17 48.6 38.15 40.8 37.0' 55.9 52.1 45.1 44.2 

2 h/h size count 7.2 62+ 65 64 10.0 7.5 8.0 7.9 8.9 7.3 6.3 5.0% 8.0 6.5? 

3 h/h labour § count 60 5.08 49 48 71 55t 61 56 6.4 5.0 20 19 3.6 2.9 

4 Whole farm size hectare 1.1 1.0 5.3 47 24 21 2.5 2.5 3.6 3.2 2.8 1.87 0.9 0.77 

5 Prod trees/ ,000 0.65 0.31% 0.52 044 1.25 1.20 1.35 1.33 29.64 28.47% 0.71 0.388 1.56 1.41 
Plants 

6 No organic % 20.5 39.67 15.0 42.0 30.0 86.7% 56.0 61.0 16.0 18.0 96.7 100.0 NT 100.0 98.3 NT 
practices group 

7 2 or more % 33.9 12.5% 44.0 8.0? 10.0 0.0? 12.0 13.0 34.0 0.0% 1.7 0.0 NT 0.0 0.0 NT 
organic pracs group 

8 Total h/h ,000 1425 1236 1745 1499 
revenue U/Tshs 

9 Total crop ,000 680 374 1072 866 1438 961 2625 11178 4152 3268 
revenue U/Tshs 

10 Total cert. ,000 566 177% 836 497 1320 930 2560 1032 3835 2653 328 203 NT 525 564 NT 
crop(s) rev U/Tshs 
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Table 4.3 (Continued) 








Row Indicator Unit KAWACOM GUMUTIN ESCO 2005 ESCO 2009 BIOFRESH TAZOP ZANGERM 
o C O C o cC Oo C Oo Cc o C o C 
11 Net cert ,000 519 155? 712 400ř 1149 582 2427 8828 3527 1456* 246 113 NT 436 492 NT 
crop(s) rev U/Tshs 
12 Labour costs ,000 33 18* 121 95* 132 288 135 139 154 458' 43 48 42 14% 
U/Tshs 
13 Equipment ,000 14 «7 144 10 21 34 50 38% 142 715 18 20 17 28 
costs U/Tshs 
14 Marketing ,000 1 OF 3 De 18 26 16 12* 12 -25 5 4 0 0 
costs U/Tshs 
15 Yield per kg. 836 630' 1681 1197 208 151 365 344 598 763* 
hectare 
16 Yield per tree kg. 0.8 0.7 0.7 0.58 


Key: O: organic farmers, C: control group («=P < 0.10; {=P < 0.05; =P < 0.01, §=P < 0.001). NT: significance not tested. 

All tests of significance used Chi square except for Tazop and Zangerm schemes (t-tests). 

Notes: Row 3. Data for all schemes except Tazop and Zangerm refers to N household members 6 years and over. Data for Tazop and Zangerm schemes refers 
to N household members 18-50. Rows 6-7. For list of organic practices see text. Rows 8-14. Results given in ,000 Ush for Kawacom, Gumutindo, Esco and 
Biofresh schemes and in ,000 Tsh for Tazop and Zangerm schemes. 

Exchange rates: 2005 Ush 1000= $0.56; 2006 Ush 1000 = $0.55; Tsh 1000 = $0.82; 2007 Tsh 1000 = $0. 83; 2008 Ush 1000= $0.59. 
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Apart from Gumutindo, all of the schemes were bought direct from 
farmers rather than through Primary Cooperative Societies or other inter- 
mediaries. Otherwise, different types of contracting company tended to 
follow distinct scheme management strategies. Kawacom in 2006 and Esco 
in 2009 were buying the entire organic crop available, while using trained 
field staff to provide extension programmes aimed mainly at yield enhance- 
ment and improved on-farm processing. Their goal was to achieve crop 
quality attributes that were marketable at a premium in conventional mar- 
kets when organic markets were in surplus. In 2005, however, Esco had 
been mainly buying organic crop against specific orders and was employ- 
ing fewer field staff pro rata, although it still aimed at securing superior crop 
quality attributes. At this time it sought to cover its overheads by adding 
certification of farmers’ vanilla crop to that of cocoa, while also buying 
vanilla only against orders.* In essence, the Biofresh, Tazop and Zangerm 
schemes operated in this way too, although none certified a second crop 
as Esco did. These companies tended to purchase only part of scheme par- 
ticipants’ production on an unpredictable basis, reflecting variable export 
orders. 

Gumutindo Cooperative’s strategy differed from both these models. While 
it also only bought organic crop against orders, its integration into Fairtrade 
networks meant that orders were received at the start of each season and 
that their fulfilment could therefore be allocated on a pro-rata basis between 
the Cooperative’s five Primary Societies. So, while only about 45 per cent of 
scheme members’ crop could be sold as organic in the survey year, there was 
still an element of predictability for farmers concerning how much could be 
sold and when. 


Contract content and implementation 


There was a high degree of similarity between schemes in the contracts 
applied. Contracting companies agreed to buy all qualifying crop, ‘subject 
to quality’. In most cases quality criteria referred not only to conformity 
to organic production rules, but also to other provisions. For Kawacom and 
Gumutindo the latter comprised supply of coffee in ‘parchment’ form, that 
is, wet processed, fermented and sun dried. In addition, Gumutindo scheme 
members’ coffee had to have a moisture content below 13 per cent and be 
free of foreign matter and black pods. Esco required in 2005 that cocoa be 
fully fermented, sun dried and free of mould. By 2009, ‘fully fermented and 
sun dried’ was re-stated as a requirement to have a moisture content below 
8 per cent. In 2005, Esco had not required any special quality attributes for its 
vanilla, only to find that it had to write off a large part of the purchased crop 
due to low vanillin content. In 2009, therefore, it accepted only crop that 
was fully ripe. Biofresh’s criteria included that pineapple weigh between 1.2 
and 1.6kg ‘crown on’, be cut with a knife leaving a stalk between 25-40 cm 
and be packed into cardboard cartons. The referred to pineapple weight 
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requirement had a different status from all other criteria stated here, since 
its attainment faced natural constraints. The average weight of the ‘Sweet 
Cayenne’ variety grown was more than 2kg, even where farmers modified 
their crop spacing systems to eliminate very large fruit. As a result, only 
around a third of the pineapple grown by scheme members could potentially 
qualify for a premium. The two exceptions to requiring ‘premium’ quality 
attributes in addition to organic ones were Tazop, which required only that 
black pepper be delivered fresh, that is, unprocessed, and Zangerm. Like all 
conventional chilli buyers, Zangerm required that chilli be delivered after 
drying, but it did not provide a detailed specification. 

Contracting companies all agreed to pay a premium for qualifying crop, 
although its magnitude was not stated in any contract. They also agreed 
to finance farmers’ organic certification and provide them with unspec- 
ified technical assistance. In no case was there a written obligation to 
supply inputs, although most companies did so to a limited extent in 
schemes’ first years. For their part, farmers were required to follow organic 
rules and in some cases other ‘good agricultural practices’. In no case 
was there an obligation to sell all qualifying crop to the contracting 
company. 

As indicated, only Kawacom and (in 2009) Esco bought all qualifying 
crop at the time of the surveys. The Esco cocoa and Biofresh pineapple 
premiums in 2005-06 were 30 per cent over the conventional prices for 
the same product specifications. The Esco vanilla premium at this time was 
100 per cent. The coffee premiums offered by Kawacom and Gumutindo 
were around 15 per cent. Neither Tazop nor Zangerm offered a premium 
at all. By 2009, the Esco cocoa premium had fallen to around 15 per cent, 
although farmers who joined a company-sponsored savings society received 
one of 17.5 per cent. The Esco vanilla premium remained around 100 
per cent. 

While contracting companies observed commitments to supply TA to 
farmers rather unevenly, none could be said to provide it intensively. Either 
field staff imparted information through internal inspections, where all 
farmers were visited on their plots once or twice yearly, or they ‘cascaded’ 
information via ‘contact farmers’ who were responsible for relaying infor- 
mation to 50-100 scheme members through group training as well as 
conducting internal inspections. Outside of the schemes, on the other hand, 
there was virtually no provision of extension services. 

Finally, considerable differences were evident between schemes in regard 
to enforcement of requirements on farmers. Roughly a quarter of original 
scheme members had been ‘sanctioned’ (de-registered) by 2006 in the case 
of Tazop and by 2009 in the case of Esco. Reasons for de-registration were 
not available for the Tazop scheme, but in the Esco scheme the commonest 
reason was non-sale to the scheme - despite this not having the formal status 
of a contractual requirement. 
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Research questions and methods 


Research questions 


On the basis of the considerations identified in the second and third sections 
above, three main research questions are investigated. Firstly, the extent to 
which positive selection into organic schemes has occurred is examined. 
‘Positive selection’ is used here to denote a skewed outcome in the distribu- 
tion of factor endowments between households participating in OCFSs and 
control groups, rather than the conscious use by a contracting company of 
one or more specific selection criteria. A second question concerns the dif- 
fusion of organic farming practices amongst scheme members and control 
groups. To what extent are scheme members more likely to follow organic 
farming practices than control groups and what other factors (if any) are 
associated with their adoption? A third question concerns whether there are 
revenue effects of participation in OCFSs and, if so, from where these effects 
arise. In particular, what is the respective contribution of participation in 
contract farming as such, and of use of organic farming methods? Further, 
if there are revenue effects from contract farming regardless of adoption of 
organic farming methods, from what do these arise? 

As noted, the issue of farmer selection already featured as a policy ques- 
tion in the first generation of literature on contract farming. Quite aside 
from this, there are methodological grounds for examining it, since in 
order to determine whether participation in contract farming has genuine 
revenue effects it is necessary to control for whatever selection bias into 
schemes can be established. The same goes for determining whether use of 
organic farming methods has any revenue effects, since unless biases influ- 
encing their uptake are controlled for it will not be possible to isolate their 
impact. 

The issue of the revenue effects of contract farming is surprisingly less cen- 
tral in the existing literature (and policy discussion) than that of selection. 
Only four studies (Warning and Key, 2002; Simmons et al., 2005; Benfica 
et al., 2006; Maertens and Swinnen, 2006) deal with this question while 
controlling for selection of scheme participants — with findings pointing in 
no consistent direction. On the other hand, revenue issues were widely dis- 
cussed, albeit mostly using before-and-after recall data and at best on the 
basis of descriptive statistics, in the pre-1995 literature (Buch-Hansen and 
Kieler, 1983; Glover, 1983, 1987; Kennedy and Cogill, 1987; Sithole and 
Boeren, 1989; Little 1992, 1994). A recurrent but often downplayed finding 
in this literature was of positive revenue effects from scheme participation. 
This finding was then qualified by the argument that such benefits tended 
to decline over time — a thesis termed ‘agribusiness normalization’ by Glover 
and Ghee (1992). The evidence for ‘agribusiness normalization’ tended to be 
sketchy. Comparison of the data from the two Esco surveys will be relevant 
to the assessment of this thesis. 
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Diffusion of explicit organic farming methods can be considered as a ques- 
tion of technological diffusion. Strangely, diffusion of farming technologies 
through contract farming also occupies a minor role in both the contem- 
porary and earlier literature. Only one study, by Goveneh and Jayne (2003), 
examines the impact of technological diffusion through contract farming 
while controlling for selection into schemes. This study examines the rela- 
tionship between commercialization of cotton production under contract 
farming conditions in Zimbabwe and output and productivity of scheme 
members’ food crop production. Contrary to claims in the earlier literature 
that contract farming for cash crops poses dangers for food security, the 
authors show a positive impact of technologies used in cash crop commer- 
cialization, at least on food crop productivity. However, the study assumes 
the adoption of specific technologies as the mechanism by which this pro- 
cess occurs, rather than directly measuring either the extent of uptake or the 
consequences of using them. In that adoption of organic farming methods 
is measured directly, the results reported here make a new contribution to 
the literature. 

While it should be underlined that no attempt is made to consider the 
totality of technology diffusion occurring within OCFSs, adoption of one 
other farm technology will also be considered in relation to the coffee and 
cocoa schemes surveyed. This is recommended post-harvest processing tech- 
niques. The price premium offered in these schemes could only be obtained 
for crop that had been subjected to these techniques. However, this implies 
that revenue attained and adoption of these techniques are endogenous, and 
that the latter cannot therefore be considered as an independent variable in 
the same way as use of organic farming practices. Use of such processing 
technologies will thus be considered in relation to the interpretation of the 
results on revenue rather than as an independent variable. 


Survey methods 


The surveys referred to in the fourth section collected data on household 
demographics and factor endowments (including farm area, area under the 
certified crop and tree or plant stock), farm expenditure, farm revenue and 
use of organic farm practices. In each case, except the Biofresh Pineapple 
scheme, they were based on two-stage random samples for both scheme par- 
ticipants and control groups. Scheme participants were randomly sampled 
in a number of villages or parishes chosen purposively to reflect the range of 
agro-ecological conditions in scheme areas. Sampling of scheme participants 
used lists provided by the contracting company. Sampling of control groups 
was performed randomly, from lists prepared by village leaders in villages 
or parishes nearby schemes, chosen to match the (range of) agro-ecological 
conditions represented in the sampling frame for scheme participants. In the 
case of the very small Biofresh pineapple scheme all members were surveyed 
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except two who had been sanctioned. The pineapple control group was sam- 
pled randomly from lists prepared by local leaders in two separate locations 
chosen to match the agro-ecological conditions represented in the sampling 
frame for scheme participants. 


Variables and indicators 


Farm revenue was considered in terms of net revenue from the crop(s) 
subject to certification in the respective OCFS. This operationalization was 
chosen in preference to total household revenue, gross household farm rev- 
enue or net household farm revenue since it was considered to be most 
sensitive to the changes likely to be induced by participation in OCFSs. On 
the other hand, it does not allow the capture of possible spill-over effects 
of participation on production of non-certified crops and it is less relevant 
to evaluation of more general household welfare benefits than say, use of a 
total household revenue measure. These issues are not, however, the main 
focus of this chapter. 

Net revenue was defined as revenue from the crops concerned, less expen- 
diture entailed by their production, processing and marketing. This was in 
turn defined as expenditure on purchase and transport of planting materials; 
purchase and transport of soil fertilization, mulching or plant health treat- 
ment materials; hire of farm labour, either in cash or in kind (including for 
crop processing); purchase or hire of farm equipment; and marketing costs. 
Revenue was operationalized in terms of value of crop sales and value of 
sales of planting material. Investment in and income from sale of land was 
not included in these calculations as such investments are normally financed 
from savings over long periods. Neither was expenditure of household labour 
measured, due to the greater difficulties of recall implied, as well as those 
associated with attributing accurate time values to tasks such as supervision 
and with devising a metric covering both adult and child labour. 

Organic practices were operationalized in terms of a range of specific farm 
interventions recommended to members of OCFSs during inspections and 
training. In the subsequent analysis, non-use of synthetic inputs was treated 
as a condition qualifying such interventions to be recorded rather than an 
organic practice in itself. Lists of qualifying positive interventions varied 
slightly from scheme to scheme but all included use of organic fertilization 
methods, mulching, plant health treatment methods and soil conservation 
methods. Adoption of post-harvest processing methods was operationalized 
in terms of the proportion of sales of the certified crop qualifying for the 
premium attached to use of the processing method concerned. 


Data analysis 


A first stage of analysis using descriptive statistics will be presented in rela- 
tion to each research question. For all schemes, except Tazop and Zangerm, 
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a second stage of data analysis using econometric methods is also pre- 
sented. Two null hypotheses (of no significant effects) will be tested with 
farmer revenue as the dependent variable and participation in OCFSs and 
use of organic farming practices as explanatory variables. In this process, 
regressions for participation (in the scheme and in organic practices) are 
undertaken, followed by regressions for the outcome variables under con- 
sideration. In the latter, potential sources of selection bias are taken into 
consideration. Further details of the empirical strategy are outlined in 
Appendix I. 


Results 


Selection into schemes 


Survey results on selection into schemes are presented here in two stages. 
Firstly, descriptive statistics are reported on the factor endowments of 
scheme participants, relative to control groups. Farmers’ age, and by implica- 
tion experience, and size of household (and particularly count of household 
members of working age, that is, over 6 years) are technically demographic 
characteristics but also have the status of factor endowments. Only statis- 
tics collected in common across all schemes are reported. Secondly, Probit 
regressions are reported for the schemes where these have been carried out. 

Three conclusions can be drawn from an examination of the descriptive 
statistics relevant to selection (Table 4.3, rows 1-5). Firstly, on all five indica- 
tors where comparisons are made, there are significant differences in favour 
of organic farmers in two or more of the six schemes. Secondly, there are 
no significant differences in factor endowments in favour of conventional 
farmers on any indicator in any scheme. Thirdly, while there are signifi- 
cant differences in favour of scheme members on at least two factors in four 
of the schemes, there is one scheme where no selection bias at all is evi- 
dent (Gumutindo). Overall this suggests that selection according to factor 
endowment advantages is common but not invariable. 

In the binomial Probit regressions used to model participation in the 
Kawacom, Gumutindo, Esco (both 2005 and 2009 surveys) and Biofresh 
schemes, several factor endowment variables additional to those referred to 
in Table 4.3 are included. The results are presented in Table 4.4, with exact 
descriptions of the indicators provided in notes to the table. The results sup- 
port the earlier conclusion of common but not invariable positive selection 
(indicated by a statistically significant ‘Constant’ variable). There is evidence 
of a substantial and significant impact on selection from farm altitude, tree 
stock and construction materials in the Kawacom scheme, indicated by a 
statistically significant Beta. In the Esco scheme, stock of vanilla vines is 
similarly important in both surveys, as is (more modestly) farmer age. Cer- 
tain other variables (notably extent of off-farm economic diversification) 


Table 4.4 Profit models for scheme participation 








Independent KAWACOM GUMUTINDO ESCO (2005) ESCO (2009) BIOFRESH 
variable 

Beta Standard Beta Standard Beta Standard Beta Standard Beta Standard 

error error error error error 

Farm size 0.06 0.19 —0.01 0.07 
Farm size (log) 0.15 0.19 0.39 0.44 —0.34 0.34 
Trees/plants (N) 0.397 0.16 0.00 0.00 0.03 0.02* 0.00 0.00 
Trees/plants (log) 0.02 0.14 
Trees/plants (sq rt) —0.08 0.06 
Van. vines (sq rt) 0.05* 0.03 0.24 0.04 
P/apples planted 0.00* 0.00 
Farm altitude 5.79% 1.73 0.70 1.78 —0.01* 0.00 
Farm geog —0.28 0.47 
F-headed h/hs —0.22, 0.56 
Farmer age —0.02* 0.01 —0.02 0.01 0.057 0.02 0.03 0.01 0.00 0.02 
Farmer education 0.00 0.04 0.03 0.04 —0.00 0.36 
H/h size 0.07 0.06 —0.04 0.04 
H/h labour count 0.297 0.10 0.01 0.06 0.04 0.08 
Dependency ratio 1.67 1.50 —0.99 0.76 
Ratio off-farm rev —0.63* 0.27 0.07 0.27 
% off-farm wkrs 0.197 0.07 
H/hs w/out off-fm 3.917 1,32 0.81* 0.46 
Building material 0.47* 0.26 —0.42* 0.25 
Exp. school fees 0.00 0.00 
N cattle owned 0.12 0.08 
N goats —0.09 0.07 
N chickens —0.04 0.03 
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Table 4.4 (Continued) 








Independent KAWACOM GUMUTINDO ESCO (2005) ESCO (2009) BIOFRESH 
variable 

Beta Standard Beta Standard Beta Standard Beta Standard Beta Standard 

error error error error error 

Meat/fish cons pc —0.03* 0.01 
Savings soc/bank —0.55 0.46 0.42 0.43 
Major assets 0:577 0.30 
Constant 12.42} 3.53 —2.48 3.95 —6.62? 1.93 2.23 1.89 
Intercept 0.02 0.93 
N 147 149 56 171 54 
Log-likelihood —66.7 —91.11 —25.2 56.36 —26.9 
Pseudo R sq 0.23 0.03 0.35 0.52 0.46 
Chi-sq 40.7# 6.52 31.08 124.038 see notes 


*x=P<0.1, f=P<0.05; ł=P <0.01, §=P <0.001. Robust (Huber/White/Sandwich) standard errors given. Samples exclude missing observations and 
outliers, defined as households with net revenue from main crop +/—5 standard deviations from the sample mean. Calculations using Stata 8 except for 


Biofresh (SAS 9.1). Because of the use of SAS for the Biofresh analysis, it has not been possible to calculate a chi sq for this scheme. 


Explanation of variables. Pineapples planted: N pineapples planted in 2005; Farm geog (pineapple only): whether farm was situated in Luwero or Kayunga 
district; H/h labour count: N household members aged > 6 years; Dependency ratio: N persons in household aged <6 years; Ratio off-farm rev: ratio of non- 
farm revenue to total household revenue; % off-farm workers: off-farm workers as % of household adults; H/hs w/out off-fm: households without off-farm 
income sources or without persons employed off-farm; building material: whether farmhouse has brick walls; exp. school fees: household expenditure on 
school fees in 2005; meat/fish cons pc: meat and fish consumption per capita; savings soc/bank: household head is a member of a savings society or bank; 
Major assets: households own farm in another village, house in town; television/DVD player or generator. 
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contribute to selection in more than one scheme, but not in a consistent 
direction. 


Use of organic farming practices 


In a majority of OCFSs, scheme members followed significantly more organic 
farming practices than control groups (Table 4.3, rows 6-7), but in all these 
cases use of organic practices by scheme participants was moderate to low. In 
the cases where there was no significant difference between participants and 
the control group, use of organic farming practices was low or negligible for 
both groups. Although the samples used were different in each case, the two 
Esco surveys do not suggest increased adoption by scheme members over 
time. Thus, diffusion of organic farming technologies was generally weak. 

In the Poisson regressions used to model the number of organic farm- 
ing practices used in the Kawacom, Gumutindo, Esco (both 2005 and 2009 
samples) and Biofresh schemes, scheme participation is shown to influence 
adoption in three cases (Table 4.5). However, neither in the Esco scheme, 
in 2009, nor in the Biofresh scheme is this the case. In the Biofresh scheme 
no variables appear to influence adoption significantly, while in the Esco 
scheme in the 2009 survey the only significant relationship identified is 
with chicken ownership — possibly relating to supply of manure that this 
provides. 


Revenue effects of scheme participation 


Survey results on revenue outcomes of scheme participation are again dis- 
cussed in two stages. First, descriptive statistics are reported from all the 
surveys conducted comparing different components of revenue between 
scheme participants and control groups. Secondly, regression results on dif- 
ferent components of revenue are reported for all of the surveys except those 
of the Tazop and Zangerm schemes. 

Table 4.3 (rows 8-14) provides descriptive statistics showing scheme par- 
ticipants receiving significantly higher mean net revenues from certified 
crops than control groups, for all the schemes surveyed except those oper- 
ated by Tazop and Zangerm. In neither of these two latter schemes was a 
test of significance performed on the results obtained (see below); in the 
Zangerm scheme it may be noted that the control group had higher mean 
net revenues than scheme participants. Revenue effects across schemes at 
the level of gross crop revenue and gross household revenue are also broadly 
in favour of scheme participants, but with less consistent significance. 

In two of the schemes, where net revenue for participants was signif- 
icantly higher than for non-members (Esco [anno 2005] and Biofresh), it 
appears that lower expenditure on labour by scheme members contributed 
to this outcome. The most plausible explanation for control groups’ higher 
expenditure on labour in these schemes relates to differences in age of house- 
hold heads between participants and non-participants (see Table 4.3, row 1). 


Table 4.5 Poisson models for organic farming practices 








Independent KAWACOM GUMUTINDO ESCO (2005) ESCO (2009) BIOFRESH 
variable 

Beta Standard Beta Standard Beta Standard Beta Standard Beta Standard 

error error error error error 

Farm size 0.02 0.09 —0.01 0.07 
Farm size (log) 0.18 0.97* 0.28 0.44 —0.11 0.30 
Trees/plants (N) —0.08 0.08 —0.00 0.00 —0.00 0.01 0.00 0.00 
Trees/plants (log) —0.30 0.65 
Trees/plants (sq rt) 0.03 0.05 
Van. vines (sq rt) 0.02 0.02 0.20 0.02 
P/apples planted 0.00 0.00 
Farm altitude —0.10 0.68 —0.15 1.0 0.00 0.00 
Farm geog —0.17 0.28 
F-headed h/hs 0.05 0.34 
Farmer age 0.01 0.00 —0.00 0.00 0.01 0.01 —0.00 0.01 —0.01 0.00 
Farmer education 0.01 0.02 —0.03 0.02 —0.36 0.32 
H/h size 0.01 0.03 0.04 0.02* 
H/h labour count 0.05 0.07 0.02 0.04 0.03 0.05 
Dependency ratio 2.36* 1.42 0.74 0.62 
Ratio off-farm rev —0.16 0.15 —0.05 O15 
% off-farm wkrs 0.00 0.06 
H/hs w/out off-fm 0.32 1.15 0.00 0.29 
Building material 0.01 0.12 0.01 0.14 
Exp. school fees 0.00 0.00 
N cattle owned 0.05 0.03 
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Table 4.5 (Continued) 








Independent KAWACOM GUMUTINDO ESCO (2005) ESCO (2009) BIOFRESH 
variable 

Beta Standard Beta Standard Beta Standard Beta Standard Beta Standard 

error error error error error 

N goats 0.08 0.04 
N chickens 0.05* 0.02 
Meat/fish cons pc 0.00 0.01 
Savings soc/bank 0.21 0.55 0.30 0.21 
Major assets —0.12 0.22 
Scheme 0.43t 0.19 0.748 0.19 1.78* 0.59 0.04 0.38 0.30 0.30 
participation 
Inspections —0.02 0.07 0.06 0.33* 
Constant 0.44 1.42 —0.49 0.62 —4,437 1.89 —3.29 0.988 
Intercept 0.32 0.61 
N 147 149 56 171 54 
Log-likelihood —231.6 —231.47 —45.0 —158.50 —49.6 
Pseudo R sq 0.02 0.10 0.25 0.11 0.37 
Chi-sq 9.9 60.148 34.88 57.328 see notes 


*x=P<0.1, f=P<0.05; ł=P <0.01, §=P <0.001. Robust (Huber/White/Sandwich) standard errors given. Samples exclude missing observations and 
outliers, defined as households with net revenue from main crop +/—5 standard deviations from the sample mean. Calculations using Stata 8 except for 


Biofresh (SAS 9.1). Because of the use of SAS for the Biofresh analysis, it has not been possible to calculate a chi sq for this scheme. 


Explanations of variables: see notes to Table 4.4. 
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These differences suggest the control groups were at an earlier stage of farm 
development than participants, where expenditure on land clearance, prepa- 
ration, planting and (in the case of pineapple) spreading of coffee husks was 
being incurred. Thus, gross revenue from certified crops in these schemes is 
not significantly higher for participants than for non-members. The over- 
all pattern is therefore one where scheme participants enjoy higher incomes 
than non-participants, though with some exceptions. 

As indicated in the fifth section of the chapter, different approaches were 
adopted for determining the extent to which differences in revenue can be 
explained by scheme participation, or by (a combination of) other factors. In 
the case of the Tazop and Zangerm schemes, mean revenue outcomes were 
crudely controlled for scale of production by re-expressing them on a per 
hectare (under the certified crop) basis rather than in absolute terms. On 
this basis, net revenues of participants in the Tazop scheme are no longer 
higher than those of non-members. The mean net revenue of participants 
in the Zangerm scheme expressed on a per hectare basis is significantly lower 
than that of non-members.°® 

In relation to all other schemes, regression-based estimates using OLS and 
Heckman models (FIML or Two Step) are reported (Table 4.6). The results 
show, controlling for other variables, a positive relation between participa- 
tion and net revenue from the crop(s) subject to certification that is signif- 
icant and consistent across schemes. Only in the case of the Gumutindo 
scheme is a result found (in the FIML model only) which is not signifi- 
cant. However, in the case of this scheme there is no evidence of selection 
bias, so that the modest positive coefficient from the OLS can be considered 
meaningful. 

With respect to organic practices, a significant positive relation to net cer- 
tified crop revenue is found for more than one scheme or survey — namely, 
the Kawacom and Esco (anno 2005) schemes. However, the coefficient for 
this variable is rather low for the Kawacom scheme and, in regard to the Esco 
scheme, the relation is not found in the 2009 survey. Thus, looking across 
the results, it appears that it is scheme participation per se that is the main 
determinant of revenue from certified crops, conditional on other covari- 
ates. Use of organic farming techniques plays at best a modest role in some 
schemes. 

Turning to the magnitude of the estimated revenue effects of scheme par- 
ticipation, that is, the treatment, these are hardly negligible. Taking the 
Kawacom, Esco (2005 survey) and Biofresh schemes, we find a 75 per cent 
increase in revenue for the Kawacom sample (scheme participants and non- 
participants combined), a 62 per cent increase for the Esco sample and 
a 46 per cent increase for the Biofresh sample. The average incremen- 
tal treatment effect for use of organic practices was considerably lower in 
the Kawacom and Esco (2005 survey) schemes, at around 9 per cent and 
30 per cent, respectively. In the Biofresh scheme there was no treatment 


Table 4.6 Regression results for net revenue from certified crop(s) 


Independent 
variable 


Farm size 
(log) 
Trees/plants 
(log) 
Trees/plants 
(sq root) 
Van. vines 
(sq rt) 

Farm altitude 


Farm geog 
Farmer age 
Farmer 


education 
H/h size 





KAWACOM GUMUTINDO ESCO (2005) ESCO (2009) BIOFRESH 
OLS FIML OLS FIML OLS Heckman OLS FIML OLS Heckman 
Beta Beta Beta Beta Beta Beta Beta Beta Beta Beta 


(Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) 


0.12 
(0.09) 
0.71% 

(0.08) 


—2.27% 
(0.70) 


0.00 
(0.02) 
0.02 

(0.02) 
—0.02 
(0.02) 


0.11 
(0.09) 
0.65? 

(0.08) 


—3.02Ż 
(0.80) 


0.00 
(0.02) 
0.02 

(0.02) 
—0.02 
(0,02) 


0.02 
(0.10) 
0.635 

(0.67) 


—2.37% 
(0.84) 


0.01" 
(0.00) 
0.03 
(0.02) 
0.02 
(0.02) 


0.37 
(0.11) 
0.638 

(0.77) 


3731" 
(0.94) 


0.01" 
(0.00) 
0.02 
(0.02) 
0.16 
(0.02) 


—0.06 
(0.30) 


0.15 

(0.04) 
—0.01 
(0.01) 


—0.01 
(0.01) 


—0.10 
(0.31) 


0.16 

(0.04) 
—0.01 
(0.02) 


—0. 02+ 
(0.01) 


0.445 
(0.12) 
0.035 
(0.06) 


0.01 
(0.01) 
—0.00 
(0.00) 


—0.01 
(0.00) 
—0.31 
(0.13) 
0.00 

(0.01) 


0.455 
(0.12) 
0.025 
(0.01) 


0.00 
(0.01) 
—0.00 
(0.00) 


—0.01 
(0.00) 
—0.31* 
(0.12) 
0.01 
(0.01) 


0.06 
(0.05) 
0.36" 

(0.17) 


0.04 
(0.20) 
0.00 

(0.01) 


0.05 
(0.05) 
0.48? 

(0.14) 


—0.01 
(0.19) 
0.00 

(0.01) 


T6 


Table 4.6 (Continued) 





KAWACOM GUMUTINDO ESCO (2005) ESCO (2009) BIOFRESH 
OLS FIML OLS FIML OLS Heckman OLS FIML OLS Heckman 
Beta Beta Beta Beta Beta Beta Beta Beta Beta Beta 


(Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) (Std error) 





H/h labour 0.04 0.02 0.01 0.00 
count (0.04) (0.05) (0.03) (0.03) 
% off-farm 0.01 0.01 
wkrs (0.02) (0.01) 
H/hs w/out —0. 26 —0. 36+ 
off-fm (0:21) (0.20) 
Organic 0.09* 0.09* 0.04 0.04 0.28* 0.26* 0.07 0.07 0.18 0.21 
practices (N) (0.05) (0.05) (0.05) (0.05) (0.15) (0.15) (0.07) (0.06) (0.24) (0.24) 
Scheme 0.78* 1.31% 0.28* —0.05 0.67* w12 1.098 1.198 0.49% 0.94* 
participation (0.16) (0.27) (0.14) (0.35) (0.27) (0.55) (0.14) (0.27) (0.20) (0.39) 
Constant 10.85# 12.30% 13.628 13.498 9.41* 9.36% 12.848 12.338 
(1.46) (1.69) (2.03) (2.10) (0.74) (0.75) (0.59) (0.59) 
Intercept 10.63? 9.48# 
(1.66) (1.37) 

Lambda —0.49* 0.21 —0.31 —0.07 —0.33 

(0.19) (0.21) (0.33) (0.16) (0.26) 
N 147 149 56 168 52 
Log —160.4 —225.4 —89. 47 
likelihood —244. 68 —220.91 —123.72 
F stat 24.66" 205.8* 29.728 146.368 13.2% 11.3* 31.288 251.838 32.838 28.655 
R sq 0.61 0.52 - 0.66 0.66 0.62 0.48 0.56 


Note: Lambda refers to Heckman’s lambda (inverse Mills ratio) calculated from Heckman first stage selection regressions not reported here but available from 
authors. * =P <0.1, =P <0.05; =P <0.01, §=P <0.001. Robust (Huber/White/Sandwich) standard errors given. Samples exclude missing observations 
and outliers, defined as households +/— 5 standard deviations from the mean of the dependent variable. For explanations of variables see note to Table 4.5. 
Calculations using STATA 8, except for Biofresh (SAS 9.1). 
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effect for use of organic practices. While undue stress should not be placed 
on the precision of these results (since in all three surveys referred to, the 
Heckman/FIML scheme participation coefficient is significant only at the 90 
or 95 per cent level), their direction broadly confirms the regression findings. 


Interpretation 


Discussion in this section will focus on the results obtained in regard to the 
two (null) hypotheses considered, namely, that there is a generally strong 
relation, broadly consistent across schemes, between membership of OCFSs 
and net revenue from certified crops. On the other hand, there is only a mod- 
est relation between adoption of organic farming practices and net revenue, 
which is not consistent across schemes. 

Differences in net revenue from certified crops, controlling for other fac- 
tors, are likely to reflect a combination of differences in prices received and 
in productivity. The two schemes where the coefficients for scheme member- 
ship as a determinant of net revenue are highest (and their standard errors 
lowest) are the Kawacom scheme and the Esco scheme (2009 survey). Refer- 
ring back to the fourth section, it is worth noting that while the premiums 
offered by these schemes at time of survey were lower than in some other 
cases, they were in both instances available for all crop produced by scheme 
members, provided it met a clear quality specification. This could not be said 
of any of the other schemes surveyed, including the Esco scheme in 2005. 
Continuous availability of premium according to clear criteria can be con- 
sidered as effectively reducing the disincentives attached to conducting the 
extra activities necessary to meet ‘organic-plus’ quality specifications. These 
disincentives relate to shrinkage of the crop as a result of processing, addi- 
tional investments of time and/or money, as well as deferral of receipt of 
revenue while processing is undertaken. By the same argument, where pre- 
miums are not offered continuously for the entire crop, or not offered at 
all, disincentives will be correspondingly greater and extra activities will be 
more limited. In addition to these disincentives, engaging in processing for 
coffee and cocoa entails a price risk unless organic premiums are guaran- 
teed on a continuous basis. While price premiums are also available in the 
conventional market for quality crop, these tend to be lower than organic 
ones and subject to greater fluctuation. A comparison of farmer processing 
behaviour as revealed in the surveys of the Esco scheme in 2005 and 2009 
supports this argument. In 2005, when the premium was not available con- 
tinuously, scheme members sold 24.6 per cent of their cocoa by weight in an 
unprocessed state. In 2009, when it was, they sold only 1.6 per cent of their 
cocoa by weight in this form.’ 

This argument is further substantiated by a review of the cumulative 
distribution of the proportions of the coffee crop fully processed by Kawa- 
com scheme members and the control group. Figure 4.1 shows that only 
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Figure 4.1 Distributions of (a) average prices received and (b) proportion of coffee 
crop processed for certified organic farmers and non-organic farmers 


10 per cent of scheme members were processing no coffee. On the other 
hand, 30 per cent of the control group undertook no processing. The distri- 
bution of processing between the two groups is also quite different, with a 
smooth distribution for scheme members and a highly disjointed one for the 
control group (suggesting that in the control group, processing was confined 
to the larger producers). 

The continuous availability of premiums in the Kawacom and Esco (anno 
2009) schemes reflects a number of factors including the financial resources 
of these companies, their presence in the differentiated conventional as well 
as the organic market and relatively high levels of competition for crop 
around the scheme areas (see the fourth section). Other operators either 
lacked these resources, a presence in the differentiated conventional market, 
local competitors or all three. 

Uptake of organic farming methods (cf. Table 4.3, rows 6-7) appears to 
have been lower and patchier than uptake of processing technologies such 
as fermentation in the schemes under consideration. This may relate to 
lower commitment to their diffusion on the part of contracting companies 
but it may also relate to farmers’ assessment of benefits from their adop- 
tion in relationship, for example, to yields. Descriptive statistics comparing 
yields of scheme members and control groups were collected for all schemes 
except Biofresh (since crop on this scheme was sold by the piece rather 
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Table 4.7 Regression (FIML) results for yield per tree (log), Kawacom and Esco (2009 
survey) schemes 








Variable KAWACOM ESCO 

Beta Std error Beta Std error 
Farm size (log) 0.12 0.08 0.20 0.10 
Trees/plants (log) —0.288 0.01 
Trees/plants (N) —0.40? 0.06 
Van. vines (log) —0.00 0.01 
Farm altitude —2.51* 0.69 —0.00 0.00 
Farmer age 0.00 0.00 —0.00 0.00 
Farmer education 0.02 0.01 —0.32? 0.11 
H/h size —0.03 0.02 0.01 0.01 
Organic practices (N) 0.07 0.04 0.07 0.06 
Scheme participation 1.01? 0.23 0.54* 0.29 
Constant 4.22} 1.46 0.12 0.52 
Lamda —0.49t 0.19 0.08 0.18 
N 147 171 
Log likelihood —200.6 —202.14 
F stat 57.58 62.648 
R squ 0.37 


Note: Selection equations omitted but are available from authors. x =P < 0.1, f=P < 0.05; {=P < 
0.01, §=P < 0.001. Robust (Huber/White/Sandwich) standard errors given. Samples exclude miss- 
ing observations and outliers, defined as households with net revenue from main crop +/-— 3.5 
standard deviations from the sample mean of the dependent variable. Calculations using Stata 8. 


than by weight) (Table 4.3, rows 15-16). Yield is significantly higher for 
scheme members only in relation to the Kawacom and Esco (anno 2009) 
surveys. 

Regressions were run for yield in relation for these two schemes (Table 4.7). 
These show scheme membership having a large and very significant impact 
on yield in both schemes. The only other common significant impact is 
somewhat surprisingly a negative one from number of trees. Number of 
organic farming practices adopted does not have an impact that is significant 
in either scheme. Thus, both presumed components of higher net revenue 
(premium price and yield) derive primarily from contract farming per se. 


Conclusion 


This chapter reports results from household-level surveys of six OCFSs in 
East Africa, conducted in 2005-09 and including one scheme which was 
surveyed twice in this period. The surveys and subsequent analysis focused 
upon selection into schemes, revenue effects from scheme participation, 
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uptake of technologies by scheme participants and the impact of organic 
farming practices on revenue. 

The results show that scheme participation is somewhat skewed towards 
farmers with superior factor endowments, although this tendency is not sys- 
tematic across factor endowments or schemes. The most important selection 
biases relate to farmers’ stocks of the trees or plants from which certified 
crops are produced, and to farm altitude (a factor also relevant to coffee 
productivity). 

Scheme participants received significantly higher mean net revenues from 
certified crops than control groups in four of the six schemes. In one of 
the remaining schemes, the control group’s mean revenue was higher when 
results were expressed in terms of net revenue per hectare. In the four 
schemes for which net revenue was higher for scheme members, net rev- 
enue was regressed against a number of exogenous variables. The results 
across these schemes show that, controlling for other factors, participation 
per se and tree and plant stock had the greatest impact on net revenues. The 
results for participation are slightly less consistent than for tree and plant 
stocks but the coefficients are generally higher. 

Use of organic farming practices by scheme members was generally sig- 
nificantly higher than for the control group, and when this was regressed 
against a number of exogenous variables it was participation that proved 
to have the greatest impact on number of organic farming practices used. 
But use of organic farming practices even by scheme participants was at best 
moderate and in the case of the scheme surveyed twice (in 2005 and 2009) 
there is no evidence of increased adoption. The regression results for revenue 
show number of organic farming practices used having a modest impact on 
revenue, but only in some schemes. Regression results for yield also show 
use of organic farming practices having at best a weak impact. 

‘Treatment effects’ for net revenue from certified crops were calculated 
using the results of three of the surveys. These show scheme participation 
to be associated with increases in revenue of between 46 per cent and 
75 per cent by scheme. There were also treatment effects for number of 
organic practices used in two of the schemes, although these were again 
modest. 

It is argued that the mechanism linking scheme participation with higher 
net revenue is the presence of predictable price premiums on a continu- 
ous basis. This reduces the risks that farmers run in conforming to the 
‘organic plus’ quality requirements that are a necessary condition for sell- 
ing to the contracting companies in most of the schemes. Where premiums 
were not offered on a continuous basis, scheme participation had a lower 
impact on revenue outcome, and in the two schemes where no premiums 
were offered there were no positive revenue effects. In turn, the schemes 
where premiums were offered on a continuous basis were those run by 
contracting companies with relatively substantial financial resources and a 
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presence in differentiated conventional as well as organic markets. These 
were also schemes where there was a relatively high level of competition for 
the certified crop from conventional buyers and in one case another large 
organic buyer. Where these conditions are present, Glover’s ‘agribusiness 
normalization’ thesis appears to be refuted. 

These results suggest that OCFSs, where price premiums are provided, 
generate measurable benefits for scheme participants. This holds true even 
when selection bias into schemes is controlled for. However, it is the con- 
tract farming rather than the organic element of OCFSs that is decisive in 
this respect. This underlines the importance of distinguishing between well- 
functioning and poorly functioning schemes. In a context of ‘market-based’ 
contract farming with loose and fairly narrow (rather than systematically 
interlocking) contracts, the preconditions for schemes to work well for 
both contracting companies and participants appear to relate to contract- 
ing company resources and market orientation, and to the presence of local 
competition. 


Appendix: analytical strategy 


As indicated in the text, one of the main difficulties involved in evaluating 
the effects of contract farming schemes refers to the possibility of selec- 
tion bias. For detailed discussion of these issues see Blundell and Costa Dias 
(2000, 2002). This can arise if, for example, the most able or productive 
farmers select into the scheme based on knowledge of its potential benefits. 
Consequently, the counterfactual outcomes for these farmers, that is, their 
performance in the absence of the scheme cannot be correctly estimated 
from observations taken from the control group. Note that we refer to the 
treatment group as those participating in the policy intervention, which is 
the contract farming scheme of interest. 

Excluding randomized evaluations based on pre- and post-intervention 
surveys, various techniques exist for dealing with this selection problem. 
The first assumes that selection into the scheme is ‘strongly ignorable’ con- 
ditional on observed covariates such as household characteristics and factor 
endowments. This means that treatment effects can be consistently esti- 
mated from the observed data, as long as a robust set of controls is included. 
The second approach is more conservative and uses (quasi) instrumental 
variables techniques as per the Heckman selection model (Heckman, 1979) 
to address unobserved selection bias. 

Formally, consider the observed outcomes for farmer i under treatment and 
‘no treatment’ states, given by yı; and yo1, respectively: 


Vi = X;ßbı + thi 
Yoi = X; Bo + Uoi 
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where the vector x’ = (1x,) defines a set of structural regressors affecting both 
the outcome and the decision to participate and u; are error terms. These can 
be combined to give: 


Vi =X;ßb + thor + Uo; + ti(Ui — Uoi) = XB + ta + £; 


where t; is a dummy variable taking the value of 1 for treated households 
and zero otherwise. In the case of selection on observables, it is appropriate 
to estimate the equation by ordinary least squares (OLS). This is because the 
aggregate error term (¢;) is independent of treatment status in expectation 
conditional on the vector x’. Heckman selection models do not make this 
assumption; rather, they estimate both a selection or participation equation 
and an outcome equation. This is either undertaken simultaneously, as per 
the Heckman FIML (full information maximum likelihood) estimator or in 
two separate stages (Two step). By doing so, a correction for selection bias 
is estimated and is indicated by the lambda term given in Table 4.6. Where 
this is insignificant, the OLS results can be taken as consistent. 

As the precise nature of any selection bias in not known, empirically we 
proceed by estimating both OLS and Heckman models (see Table 4.6). To 
investigate the latter, however, as a first step we also estimate (stand alone) 
selection equations based on a binomial Probit model, in the case of contract 
farming, and a Poisson model in the case of the number of organic practices 
employed (Tables 4.4 and 4.5). 

Note that the robustness of the Heckman model is assured both through 
the inclusion of instruments that do not appear in the outcome model and 
by additional tests. These include collinearity and heteroscedasticity tests. In 
no estimate do these give cause for concern. 


Notes 


1. For this reason, contracts in such schemes typically specified dates for planting and 
harvesting. Detailed inter-locking contracts of this kind are still present in a few 
locations in Africa but are more common in developing countries outside of Africa, 
with parastatals, international and nationally owned companies as contracting 
agents. For Asia see, for example, Simmons et al., (2005) on Indonesia. 

2. Side-selling is noted as a problem of contract farming almost from the beginning of 
a specialized literature on the subject (cf Nyoro and Whittaker, 1986). 

3. Some, if not all, of the donor programmes referred to target smaller locally owned 
companies for support, resulting in contracting companies having much more 
diverse levels of corporate resources than was the case in the earlier period. 

4. Despite this, vanilla never became a major export crop in the Esco scheme. 
Although its cultivation remained much more common amongst scheme members 
than other cocoa farmers in the area, few farmers sold more than 20 kg of the crop 
annually. As vanilla prices remained fairly high, the reasons for this are unclear. 

5. Of the schemes considered, probably only Kawacom was located with maximization 
of supply as an aim. Esco (U) Ltd’s cocoa scheme was taken over from its original 
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designer after he had abandoned it (following activity in the area by insurgents). 
Biofresh’s pineapple farmers were mostly members of a local NGO who canvassed 
an exporter through the Ugandan national organic movement NOGAMU, and were 
hence self-selecting. Gumutindo’s participants were also self-selecting. 

6. Members of the Tazop Black Pepper scheme had mean annual net revenues from the 
crop of Tsh 252,024 per hectare, as against Tsh 271,699 for non-members. The dif- 
ference is not significant. Members of the Zangerm Chilli scheme had mean annual 
net revenues from the crop of Tsh 1,064,695 per hectare, as against Tsh 1,446,548 
for non-members. This difference is significant at the P <0.001 level (t-test). 

7. The corresponding figures for the control groups were 52.1 per cent (2005) and 
29.1 per cent (2009). 
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Challenges and Opportunities 
of Organic Agriculture in Tanzania 


Emmanuel R. Mbiha and Gasper C. Ashimogo 


Introduction 


This chapter provides an account of challenges and opportunities of organic 
agriculture in Tanzania. A brief introduction on organic agriculture’s setting 
and its development in Tanzania is followed by a more detailed review of the 
development of the country’s organic production, processing and market- 
ing systems. It is observed that export demand far exceeds the supply. This 
implies that there is need to circumvent production constraints to meet the 
demand. It is further noted that while promotion of organic agriculture in 
Tanzania has received great support from development agencies and NGOs, 
the contribution of the government has lagged behind. As the government 
has now expressed a desire to promote the sector and as further efforts are 
put into the development of awareness and knowledge of both producers 
and consumers, it is expected that organic agriculture has a promising future. 


Background 


Agriculture in Tanzania is dominated by small-scale farmers owning on aver- 
age less than 2 ha. Most production is low technology-based. The use of 
yield enhancing inputs and mechanical implements is minimal. The farm- 
ing technology used is the one that has been passed down from generation to 
generation (URT, ASDS). Beginning in the 1950s, agro-chemicals were intro- 
duced to enhance output through increased soil fertility and control of pests, 
respectively. Pesticides were mainly applied to exported crops particularly 
coffee and cotton’. In the 1970s, promotion of staple grains output included 
subsidization of chemical fertilizers. Most fertilizers were applied on maize 
in the Southern Highlands (Hawassi et al., 1997). 

Tanzania is endowed with a range of natural resources and a favourable 
climate that allows a range of crops to be grown (Mlambiti and Isinika, 1997; 
Food Studies Group, 1992). The major crops are grains (maize, rice, sorghum 
and millets), legumes (beans, cowpeas) tubers (cassava, sweet potato, round 
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potatoes, carrots), vegetables and fruits (tomato, leafy vegetables, onions, 
citrus fruits, pineapples), fibers (cotton and sisal), beverages (coffee and tea) 
and spices. 

Agriculture is the leading economic sector in terms of number of people 
employed in it. Over 80 per cent of the population lives from agriculture. 
For many years it was the leading contributor to GDP and export earnings, 
contributing about 50 per cent of GDP and 75 per cent of export earnings. 
According to the National Bureau of Statistics, the agriculture sector now 
contributes only about 26 per cent of GDP. The shift in proportional con- 
tribution has been caused by increased production in other sectors such as 
mining, fisheries and tourism (BOT, various years). 

Crop switching and diversification in the agriculture sector is also a 
notable development. Traditionally the major crops serving as large cash 
income sources were coffee, cotton, tea, sisal, pyrethrum, cashew nut, tea, 
sugarcane and oilseeds. Various reports by the government of Tanzania such 
as the Economic Survey and analyses by the Bank of Tanzania show that 
the major market for these crops was and remains the export market. The 
other crops such as maize, rice, beans, fruits and vegetables were regarded 
as food crops and contributing less to cash income. As a result of crop 
switching and diversification the composition and importance of crops in 
Tanzania have changed. Non-traditional export crops have emerged includ- 
ing fruits and vegetables, spices, specialty crops and organically produced 
crops. This has led to farmers’ resources being invested in these alternative 
crops and in some cases at the expense of the traditional crops. Regardless of 
these changes, such production is still geared for export. In the internal and 
regional market rapid urbanization and population growth will increasingly 
be a source of demand for food crops in particular. 

Organic agriculture is embedded within the sustainable agriculture move- 
ment. While aiming to produce high quality products, it also supports the 
enhancement of a well balanced and continuous agro-ecosystem (Grolink, 
2004). Unfortunately the advocated principles of sustainable agriculture as 
well as the organic standards are not in conformity with some of the tradi- 
tional methods of promoting agricultural productivity through application 
of synthetic chemicals. Agricultural development initiatives in Tanzania are 
more dominated by the promotion of the use of agro-chemicals. The cost 
of agro-chemicals has been a major issue though and without subsidies 
adoption has therefore been minimal. Many farmers have been unable to 
afford these inputs and where they are accessible sub-optimal use and cost 
has resulted in still poor revenues. According to Mahundaza et al. (1992) 
and Hawassi et al. (1997), before the removal of fertilizer subsidies in the 
mid-1990s, fertilizer use per unit area in Tanzania ranged from 4-9 kg/ha of 
cropped land. As a result of market liberalization and removal of subsidies 
in the early part of the 1990s fertilizer prices increased drastically. Currently 
the estimated use of fertilizers is about 2 kg/ha (FAO, various years). 
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In 2002, at the end of the first phase of EPOPA” there were 17 organic 
schemes covering about 14,000 ha in Tanzania. The number of organic 
schemes, farmers and crops has continued to increase and the Tanzania 
Organic Agriculture Movement (TOAM) estimates that there are currently 
about 89,000 farmers employed in the sector with approximately 65,000 ha 
under organic production. However, this is only about 1 per cent of the 
total arable land for agriculture. In total there are currently more than 30 
certified operators (for example, companies or organic schemes) and many 
more projects that are not yet certified but are in the process of conversion 
(Table 5A.1). In Uganda, EPOPA was also very instrumental in promoting 
organic agriculture. Commercial companies began to engage in organic agri- 
culture in the mid-1990s, which is around the same period for organic 
development in Tanzania. Interest in organic agriculture in Uganda was, 
however, preceded by awareness about sustainable agriculture. According to 
Taylor (2006), this awareness which had been promoted by NGOs and the 
government helped to quicken adoption of formal practices of organic agri- 
culture. However, the formation of EPOPA further speeded up this process. 
Most organic projects in Uganda received support of one kind or another 
from EPOPA. It should, however, be noted that unlike in Tanzania, the Ugan- 
dan government showed an early interest in organic agriculture. A good 
example is coffee, whereby the government targeted at least 10 per cent of 
coffee production to be organic (Nagawa et al., 2007; EPOPA, 2008). While 
development of a national organic policy was initiated in 2005 in Uganda, 
in Tanzania development of a similar policy (National Organic Agriculture 
Development for Tanzania) was initiated only in 2008 (EPOPA, 2008). 


Developments in organic production, processing 
and marketing in Tanzania 


Development of organic agriculture has been driven mainly by growing 
international demand for organically produced products in industrialized 
countries. The premium price received by farmers also contributed to fast 
adoption at a time when farmers were receiving unfavourable prices for 
conventional crops in the international market. Poor revenues for farm- 
ers due to falling conventional crop prices encouraged farmers to diversify 
into alternative enterprises. This market opportunity was taken up by pri- 
vate individual farmers with assistance from promoting organizations. The 
most significant support to organic farming development in Tanzania was 
spearheaded by EPOPA. 

Table 5A.1 provides a non-exhaustive list of firms and farms involved in 
organic agriculture in Tanzania. The list contains certified operators as well 
as those which are in the process of conversion. Both traditional export prod- 
ucts and non-traditional exports are involved. For both traditional and non- 
traditional exports the premium price was a major reason for conversion 
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to organic. A majority of products under the EPOPA programme for exam- 
ple have benefited from organic or quality-related premium prices (EPOPA, 
2008). However, producers and exporters usually have the possibility to 
sell on the organic market or on quality-oriented segments of the conven- 
tional one. In addition, some producers have acquired other certifications, 
for example Fairtrade certification in the case of coffee in Kilimanjaro. 


Value chain structures in the Tanzanian organic sector 


A typical organic farming scheme consists of an export firm or buying com- 
pany, farmers’ group, a facilitating agency linking farmers with the exporter 
and a certifying agency for organic products. According to Akyoo and Lazaro 
(2007), the organic market chain for spices is closely coordinated with 
well-defined vertical steps unlike the conventional spice chain which is said 
to be loosely coordinated. Exporting companies have contractual arrange- 
ments with out-growers (contract farming) whereas promoting agencies such 
as EPOPA facilitate the link between the two through organizing farm- 
ers’ groups, technical support and financial support during conversion to 
organic production. Support to farmers by exporting firms and facilitating 
agencies is mainly in terms of guaranteed markets, extension and training. 
Some firms also extend credit in kind or as cash advances aimed at facil- 
itating production. Some credit and produce selling transactions are thus 
interlocked. Forward arrangements for sales are also essential to marketing 
and hence the need for contracts. 

Most produce is exported in a raw or semi-processed form. Little process- 
ing is undertaken. Processed products find it difficult to penetrate export 
markets in particular while on the local scene there is stiff competition 
between locally processed products and imports. Processed products are 
mainly sold in the local market while raw or semi-finished products are 
exported (Mwasha and Liejdens, 2004). 

While there are distinct supply chains for organic and conventional 
produce, some participants in these chains deal in both organic and con- 
ventional products. This is particularly the case for small-scale farmers who 
usually produce at least more than one crop type. Large-scale farmers, on 
the other hand, may specialize in a single crop. Some of these farmers pro- 
duce a single conventional crop and diversify into organic production to 
take advantage of a niche market. 

Buyers and traders too can handle both organic and conventional pro- 
duce. For example, Premier Cashew Industries, whose case will be presented 
below, deals in both organic and conventional cashew nut. The same applies 
to Dabaga Fruit and Vegetables Canning Company. This organization pro- 
cures organic pineapple from contracted farmers but at the same time is 
involved in canning conventional vegetables and other products. 

The organic chain is much shorter compared to the conventional chain. 
In the case of organic produce the buyer is a particular company which has 
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organized a buying source by contracting farmers to supply the organic pro- 
duce to the firm. On the other hand, for conventional produce, farmers can 
sell to a multiplicity of buyers: traders originating within the locality, distant 
traders, direct sale to the urban market or sale through cooperative arrange- 
ments. There is a wide range of intermediaries between the final consumer 
and the farmer. These traders are spread along the market chain. Some are 
in contact with the farmer directly (village trader), while others are those 
based in urban centres acting either as wholesalers (buy from village traders 
or even directly from farmers) or retailers. 


Efforts to promote and facilitate growth of the sector 


Organic export promotion programmes have played a great role in the devel- 
opment of organic farming in Tanzania. At the start of certified organic 
farming in Tanzania, farmers were largely disorganized with little knowl- 
edge of organic technologies and market opportunities. Efforts mainly by the 
private sector and NGOs facilitated the development and growth of organic 
farming in a number of ways. The major aim was export promotion, concen- 
trating on identifying and linking exporters to the final markets in Europe, 
America and Japan. Due to the infancy of the sector, export promotion had 
to go hand in hand with the introduction of organic agriculture principles. 
In many cases exporters, in order to obtain the produce they require, had to 
organize farmers into supply groups and then obtained group certification 
through setting up ‘internal control systems’ (ICSs). 

Interventions along these lines helped to increase and expand the pro- 
duction of organic produce, both raw and processed. As already mentioned 
above, EPOPA turned out to be the most influential organic agriculture 
promoting program providing a range of services to exporters as well as 
farmers and farmer groups. These services included management assistance, 
staff training, farmer mobilization and training, provision of seed money 
to procure inputs, product quality management, market surveys, product 
development, sharing in certification costs and so on (Van Elzakker and 
Rundgren, 2008). 

The companies that became involved included ones owned by local 
entrepreneurs, expatriates, local-foreign joint ventures, international trad- 
ing houses and cooperatives, selling to importers and distributors, health 
shop chains or supermarkets. The companies organized the production and 
certification. They paid for certification and thus ‘owned’ the certificate. This 
way of organizing production is well known also from conventional con- 
tract farming and out-grower schemes. The training that farmers receive is 
normally strictly connected to a specific crop or line of production. Related 
to the fact that farmers do not own the certificate, they remain highly 
dependent on the company owner and the success of the specific business. 

In the early phase of the development of the organic sector in East 
Africa, the local market was largely absent, and any certified production 


106 Organic Agriculture in Tanzania 


not exported (or perhaps unexportable due to lower quality) was sold on 
the local market as conventional produce with no premium price. Later, 
in both Tanzania and Uganda, national institutions begin to appear. Local 
organic demand increased and interest groups or associations emerged. This 
has led to the establishment of East African organic standards and certi- 
fication systems (East African Community, 2007). Government policy in 
Tanzania and Uganda has come to recognize the role of organic agricul- 
ture and in both countries commissions developed recommendations for an 
organic agriculture policy. In the export sub-sector this later stage has also 
seen the marketing of non-traditional and processed crops as well as tradi- 
tional ones. Local markets are still limited, but dedicated outlets have been 
set up and supermarkets are beginning to sell organic products. 

When the East African Organic Conference launched the East African 
Organic Products Standard in 2007 the main aim was to allow producers 
to certify at a lower cost than applies for international certification, so that 
they could benefit from regional market opportunities. Many producers have 
usually felt that the market for certified organic products is very complex 
and that the opportunities and requirements associated with the certifica- 
tion programmes are not always clear. Initially producers did not know if 
the requirements were compulsory (created as an official law or regulation 
in the importing country) or voluntary (which means that producers or 
exporters may choose to comply with the requirements or not). They also 
did not know the advantages and limitations of different types of certifi- 
cation. Furthermore, the large number of import requirements established 
by different countries made it even more complicated for producers who 
wanted to export. 

Of the East African countries, the local market is most developed today 
in Kenya. Kenya also has examples of large-scale organic agriculture and 
of more commercialized smallholder organic production in the Rift Valley. 
Both are predominantly export oriented within horticulture, fruits, coffee 
and tea. However, the Rift Valley also enjoys excellent connectivity to the 
Nairobi consumer market. 


An account of selected organic agriculture development schemes 


Golden Food Products, Arusha — a privately owned producer of 
non-traditional crops? 


Golden Food Products (GFP) started its activities in 1998 as a grower of a 
range of herbs and spices. It later expanded into procurement from farmers. 
It procures pepper, lemon grass, ginger, cloves, cardamom, cinnamon and 
cocoa in Muheza district and turmeric in Korogwe district. Initially it had 
600 contract farmers and today has more than 1000. In 2006, it exported 
its first consignment through Tanga port to Holland and plans to expand its 
destinations to Austria and the USA. It is certified by IMO to both American 
(NOP) and EU standards, using a group certification scheme. Initial contacts 
were made when the entrepreneur personally visited a number of trade fairs 
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in Europe, the designated export point, where some commission agents were 
identified. 

The major costs of the operation relate to the management of the ICS. 
Costs include salaries for field officers, documentation, updating of internal 
inspection manuals, preparation of growers’ lists and external inspection. 
The company is also involved in training and mobilizing farmers. Farmers 
do not pay directly for costs of certification for production activities. At the 
processing and marketing levels company certification has enjoyed external 
support. For example, during the first year of operation, EPOPA paid certifica- 
tion costs in full and during the following year it paid 50 per cent (ca. €5700) 
of certification costs. In future, however, annual deductions (Tshs 100/kg 
sold) from farmers will be used to pay for external certification. According 
to GFP’s management, the major problems the company has encountered 
include strong competition for produce, demands involved in building up 
market confidence in relation to the high levels of quality required and low 
bargaining power vis-a-vis importers. 


Premier Cashew Industries Ltd — a private processor 
and exporter of traditional crops 


Premier Cashew Industries (PCI) was established in 1999 for cashew nut pro- 
cessing in Tanzania. Previously cashew nut processing was undertaken by 
public owned processing factories. The government set up 10 processing fac- 
tories in the 1980s. These could not compete in the world market and in 
the mid-1990s the introduction of economic liberalization and structural 
adjustment policies led to their closure. Most were left idle but some were 
sold to private investors. PCI was the first private company to start process- 
ing raw cashew nuts. Now more new factories have been established mainly 
by Indian investors. Since its establishment, PCI has grown and currently 
processes about 50 tons per day. PCI exports over 95 per cent of its pro- 
cessed cashew kernels to countries such as South Africa, USA, Canada, the 
EU, Japan, India, Pakistan, South Korea and Dubai. Some exports are also car- 
ried out to Kenya and Uganda. It procures cashews mainly from Mkuranga 
district in Coast region, 40 km south of the city of Dar-es-Salaam. 

Beginning in 2001, PCI diversified into organic cashew with support of 
EPOPA. In the 2003/2004 season, PCI was certified to EU and US (NOP) stan- 
dards by KRAV (Sweden) - certification was later transferred to IMO. In this 
first season PCI handled about 610 tons of raw organic cashews from 164 
small farmers. While EPOPA helped the company with capacity building and 
finance for certification, PCI embarked on modification of its factory layout 
and operating procedures in order to comply with the organic standards. By 
2005/2006, 30 per cent of all raw cashew nuts bought were organic. 

Field officers employed by PCI are stationed in villages where they pro- 
cure cashews and provide extension services. In addition to farmer training, 
government extension officers in the area were also trained by EPOPA on 
organic agriculture. The cashew trees owned by certified farmers are sprayed 
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with sulphur at the time of flowering. Sulphur is an approved fungicide 
used to treat powdery mildew disease. Another activity has been the ren- 
ovation of cashew trees. Most cashew trees were very old (40-50 years). It 
was necessary to train farmers in improved farming practices (pruning, spac- 
ing, ventilation, use of a cover crop, scouting of disease and effective use 
of sulphur). This was done to reverse the trend of low yields that had been 
experienced after many years of neglect of the crop due to low market prices 
(EPOPA, 2008). 


Kilimanjaro Native Cooperative Union (KNCU) — a secondary 
cooperative union* 


Two cooperatives (KNCU and Kagera Cooperative Union) have been 
involved in promotion of organic agriculture in the coffee sector, driven by 
volatile and declining world prices, rising input costs and loss of local market 
share to private traders. Organic and Fairtrade markets were seen as offering 
better prices than conventional markets, by-passing input price problems 
and enabling a reconnection with primary producers. The cooperative struc- 
ture is made up of a union under which there are varying numbers of 
primary societies. Through primary societies it is possible to reach individual 
farmers and extend information and knowledge. 

KNCU promoted organic coffee through the Kilimanjaro Fairtrade Organic 
Project beginning in 2003 with initial support by EPOPA. KNCU commands 
a membership of 120,000 smallholder farmers organized into 90 primary 
cooperative societies. The organic project first operated with a few farmer 
volunteers within seven primary cooperative societies.’ In all, approximately 
2929 households cultivating an average of 0.5 ha are now involved. At first 
some farmers were skeptical about making a profit without high doses of syn- 
thetic fertilizers and pesticides and therefore would not adhere to required 
standards. Two of the primary societies dropped out because of violation of 
required conditions. Three more societies are being brought into the project 
through a project financed by Oxfam in Belgium. 

Usually it takes 3 years for farmers to convert to organic production. How- 
ever, since use of chemical fertilizers has been declining, 1 to 2 years of close 
observation are now considered sufficient for conversion. The first organic 
crop was exported in 2004 to Royal Coffee in the US. Farmers enjoy both 
organic and Fairtrade premiums.® As a result, during 2007/2008, organic 
farmers were paid TShs 3000/kg compared to TShs 2000/kg paid to con- 
ventional farmers. EPOPA paid part of certification costs, trained KNCU’s 
technical staff, facilitated establishment of the internal control system and 
linked KNCU to markets through provision of information and sponsoring 
attendance at trade fairs. 

According to KNCU, adoption of organic agricultural methods has made 
farmers feel more responsible for their farms and it has made KNCU more 
competitive against private traders. However, KNCU also recognizes sev- 
eral major problems or challenges confronting its initiative. These include 
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difficulties in enrolling more farmers because of scepticism, lack of inclusion 
of poorer farmers, farmers dropping out of the project because of poor com- 
munication between members and the farmers’ groups in relation to issues 
such as delayed payments and price differences between the farmer groups 
and high monitoring costs to maintain segregation and integrity of product. 


Global Service Corps (GSC), Arusha — an NGO promoting organic farming 
for the local market 


GSC is an American NGO that started operations in Tanzania in 1991. Its 
work covers HIV-AIDS education, targeting primary and secondary school 
youths, nutrition and ‘bio-intensive agriculture’ (BIA)’ (mainly horticul- 
ture). Of late it has also focused on the development of cultural tourism 
in relation to organic farming. BIA is advocated because of acute land 
shortage in Arusha which makes extensive agriculture impossible. The pro- 
gramme started off with three groups in Arusha district. More recently, the 
programme has taught farmers from over 50 farmer groups in Arumeru dis- 
trict, via on-farm training. The farmer groups have different committees, 
including ones dealing with marketing and quality control, and are associ- 
ated under an umbrella association known as MUWAKIHA (Muungano wa 
wakulima wa kilimo hai Arumeru). 

GSC has also provided farmer groups with ‘start-up funds’ (approximately 
US$2000-3000) for purchase of farm inputs and tools. Demand for output 
produced under the scheme largely comes from expatriates and better-off 
local consumers, although developing other outlets such as schools and 
tourist lodges has also been attempted (with the assistance of other NGOs). 
Product is certified to the East African organic standard. Maintenance of 
product segregation and integrity has been a problem which GSC is seek- 
ing to address by adopting a ‘Participatory Guarantee System’ — a variant of 
internal control systems based on peer-group assessment and pressure. 


Problems, prospects and future outlook of the organic sector 


Constraints and challenges of the organic sector 


Organic agriculture faces many challenges that have been documented in 
many countries both developed and developing. In East Africa, a study by 
Gibbon (2006) in Uganda and various reports by EPOPA provide an outline 
of some of the key constraints and challenges to organic agriculture devel- 
opment. These can be considered in relation to problems faced by exporters 
and farmers, respectively. 

In respect of exporters, developing markets and maintaining product 
quality are major challenges. Another problem is that of value addition. 
Opportunities for local value addition are limited, especially for traditional 
export crops. In relation to all crops, moreover, entry barriers posed by tech- 
nologies and capital requirements tend to be difficult to surmount. Where 
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value addition in the form of processing is undertaken, most processors face 
limited availability of organic raw materials supplies, especially in the early 
stages of processing projects. Companies and processors also face fragmented 
supply from smallholder farmers adding to higher costs of transactions with 
farmers. Many operations are at 10-40 per cent capacity. 

Organic ingredients or components such as organic sugar and enzymes 
are locally unavailable and therefore expensive. Most of these ingredi- 
ents are imported and processors report that they have in some cases 
experienced delivery delays. Lack of export-quality packaging materials for 
processed products is another difficulty. The above constraints and the long 
lag time before full capacity utilization may lead to local processing being 
uncompetitive. 

In respect of farmers, a major challenge is dependency on exporters for 
market access and certification. This is reinforced by the low level of devel- 
opment of local and regional markets. Thus farmers are left vulnerable to 
reduced commitment from exporters and/or the erosion of price premiums. 

As regards challenges for government, it is clear that policy towards 
agriculture development is still geared towards the promotion of con- 
ventional agriculture. In some cases some policy decisions are directly 
at variance with the needs of organic agriculture. Examples include re- 
introduction of synthetic fertilizer subsidies and promotion of spraying of 
DDT to control malaria in Uganda and Tanzania. Thus, government faces 
the challenge on how to reconcile the interests of conventional and organic 
production. 


Prospects and future outlook of the sector 
The local market 


Today, Tanzanian organic retail outlets are mainly found in Dar-es-Salaam 
and other major cities such as Arusha and Mwanza (Mjunguli, 2004). These 
outlets stock a range of organic products: vegetables, jams, spices, cere- 
als, drinks, edible oils and medicinal products. Most supply sources to 
these outlets are internal with a small amount being supplied from other 
countries, especially South Africa. Organic product prices are generally 
higher than those of conventional products. 

Only around 10 per cent of customers are Tanzanians of African descent. 
These include health conscious clients and those who can afford the rela- 
tively higher prices. Others are responding to medical problems especially 
diabetes and high blood pressure (Mwasha, 2007). Further market growth is 
limited not only by income but also by lack of awareness of organic products 
and their attributes. According to a survey by Sogn and Mella for Envirocare, 
about one-third of respondents failed to identify what organic production 
involved (Envirocare, 2007). Amongst the remaining two-thirds there are 
different perceptions regarding what organic products are. This implies a 
need for more awareness creation among the population. 
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Foreign markets 


Export data for organic products is not available in a systematic form. 
However, EPOPA’s experience indicates that a number of exporters do well. 
Several projects have expanded. An example is Premier Cashew Industries. 
It increased the output of cashew exports and has expanded into organic 
sesame and cocoa. However, the viability of others fluctuates with mar- 
ket demand. An example is the main project for organic cotton in Uganda 
whose fortunes have oscillated alongside the fluctuation in the overall world 
organic cotton market. 


The wider context 


Organic agriculture may represent an interesting opportunity for many pro- 
ducers in East Africa and may become an important tool to improve the 
quality of life and income of farm families. Producers shift to organic agri- 
culture for a variety of reasons. Some feel that the use of agro-chemicals is 
bad for their health and environment, while some producers are attracted 
by the higher prices and the rapidly growing market for many organic prod- 
ucts in recent years. Changing to organic may be easier for some producers 
depending on whether they use agro-chemicals intensively, own their land 
or have access to labour, organic fertilizers and other permitted inputs. 

Organization of farmers to meet organic standards through an internal 
control system managed by an interested exporter or buyer in many cases 
may lead to the strengthening of organized farmer groups and hence facil- 
itate links between the farmers and other market participants. Farmers can 
thereby participate in a more integrated market chain that exposes them to 
better management practices implemented by exporters. Ultimately many 
of the benefits go beyond the receipt of better prices. Organic agriculture 
promotes increased understanding and appreciation of farming technologies 
and environmental values. 


Conclusion 


The development of organic agriculture in Tanzania owes much to the 
intervention of promotional agencies involved in providing free technical 
support. Organic agriculture, however, still forms only a very small percent- 
age of agriculture output in the country. Its practice could be enhanced by 
changing attitudes towards established conventional methods in agriculture 
and promoting consumer awareness of its environmental and health ben- 
efits. Farmers have been encouraged to respond to rising demand on the 
basis of assurance of a market for their produce and a premium price. Since 
organic markets have to be retained, the need to follow prescribed rules is 
foremost. This is required at the primary production level as well as during 
processing. Value addition and processing require further attention if they 
are to become more general. 


Appendix 


Table SA.1 Tanzania: organic producers, products and area under production 





S/N Main Other Name of the Location Product Area, ha. No. of Organic 
product products  farm/firm description/ (2008 data) contracted status 
output (2008 farmers 
data) (2008 data) 
1 Bananas Selian Agricultural Arusha and Organic bananas 500 Not certified 
Research Institute Kilimanjaro from tissue 
culture 
2 Beef Kisolanza Farm Not certified 
3 Cashew Cocoa Premier Cashew Mkurunga Vacuum packed 3045 ha. 463 Organic 
Sesame Industries Ltd — District, Coast cashew kernels (168520 
Region (2458 tons) trees) 
4 Cashew The Dutch Masasi Organic 
Connection 
5 Cashew Cocoa Tanzania Organic Dar-es-Salaam Organic 
Food Trade Ltd 
(exporter) 
6 Cocoa FidaHussein Co. Turiani Cocoa (790 tons) 332 429 Organic 
Ltd 
7 Cocoa Biolands Kyela Cocoa (2500 20000 Organic 
International Ltd tons) 
8 Cocoa HAI Tanzania Ltd Kyela Cocoa 2600 11000 Organic 
(2000 tons) 
9 Coffee LIMA Tukuyu 
10 Coffee Tanganyika Bukoba Instant coffee 


Instant Coffee Co. 
Ltd 


TII 


11 


12 


13 


14 


15 


16 


17 


Coffee 


Coffee 

Coffee 

Coffee 

Coffee 

Compost 

Cotton Sesame, 
Moringa 
trees, 
yellow 
gram and 
soya 
beans 

Cotton 


TANICA- 
Dar-es-Salaam 
Processing and 
exporter 

Mara Coffee Ltd 


Kilimanjaro 
Native 
Cooperative 
Union (KNCU) 
Kagera 
Cooperative 
Union, (KCU) 


ZAREC Ltd 


Biosustain 


BioRe Tanzania 
Ltd 


Dar-es-Salaam 


Tarime 


Kilimanjaro 
region 


Bukoba 


Mbeya 
Zanzibar 
Singida 


Meatu 


Spray dried 
instant coffee 


Hard coffee 
arabica 
(320 tons) 
102 tons 


500 tons 


85 tons 
Compost 
Cotton — 
1100 tons lint 
Sesame — 

500 tons 


237 


Range 
0.5-1 ha. 
Per farmer 


4500 


4800 


572 


2929 


14 primary 
societies 
(3377 
farmers) 
3768 


2100 


2410 


Organic 


Organic 


Organic 


Organic 


Organic 


Organic 


ell 


Table 5A.1 (Continued) 





S/N Main Other Name of the Location Product Area, ha. No. of Organic 
product products farm/firm description/ (2008 data) contracted status 
output (2008 farmers 
data) (2008 data) 
18 Cotton Chicken peas, Busangwa Kishapu, Seed cotton, 2225 250 Organic 
sunflower, Organic Farming Shinyanga 120 tons and 
groundnuts, Association lint 41 tons 
maize, (BOFA) 
sorghum, 
cowpeas, green 
gram and 
sesame 
19 Fruits UNAT Fruit Morogoro Fruit juice 0.5-2ha per 5000 Not 
Processing Ltd concentrate farmer certified, 
Trial 
processing 
20 Fruits Matunda Mema, Karagwe Dried 230 Organic 
Karagwe pineapples, 
banana, 
papaya, 
chamomile 
and 
peppermint 
21 Fruits Mikese Organic Morogoro Mangoes, 250 n.a Organic 


Farm 


lime, citrus 


FIL 


22 


23 


24 


25 


26 


27 


Fruits 


Green 
beans 
Herbs 
and 

spices 
Herbs 
and 

spices 


Herbs 
and 
spices 
Herbs 
and 
spices 


Bananas, 
pineapples, 
papaya, 
mangoes, 
jackfruits, 
yams, 
breadfruits, 
cassava, 
coconut, 
oranges and 
sweet basil 


Dabaga Vegetable 
and Fruit Canning 
Co. Ltd 

Rotian Seed 
Company 
Kibidula 


Agrotex Ltd 


ZanGerm 
Enterprises Ltd 


Kimango Farm 


Iringa 


Arusha 


Mafinga 


Zanzibar 


Zanzibar, 
Tanga, 
Kigoma 
Morogoro 


Canned 
pineapple 
(196 tons) 
Green Bean 
Seeds 
Herbs 


Cloves, 
cinnamon, 
lemon grass, 
vanilla, black 
pepper, ginger, 
turmeric, 
cardamom and 
essential oils 
(1200 tons) 


ginger, pepper, 
lemon grass, 
and so on 
Chilli, paprika, 
lemon grass, 
hibiscus; 
neem, egg 
plants 


81 Organic 


800 per 7 Organic 
farm 
782 3000 Organic 


700 Organic 


700 n.a. Organic 


SII 


Table 5A.1 (Continued) 





S/N Main Other Name of the Location Product Area, ha. No. of Organic 
product products farm/firm description/ (2008 data) contracted status 
output (2008 farmers 
data) (2008 data) 
28 Herbs and Fruits Golden Food Arusha Pepper, lemon 1186 550 Organic 
spices Products Muheza grass, ginger, 
(Processing for cloves, cardamon, 
export done at cinnamon, cocoa, 
Arusha) oranges, mangoes, 
coconuts 
29 Herbs and Tanzania Organic Zanzibar, Cloves and other 800 250 Organic 
spices Products Ltd Tanga, Kigoma organic spices 
(TAZOP) (300 tons) 
30 Herbs and Agricultural Isangati Turmeric 
spices Development District 
Project (ADP) 
31 Honey Tabora Bee Coops, Not 
Keepers Rufiji certified 
Association District 
32 Honey Honey Care Africa 
33 Leather Asilia Co. Ltd Arusha Leather processing 
34 Mushroom Agro Products Ltd Dodoma 
35 Neem tree Osho Arusha Pesticides 


9T 


36 


37 
39 
40 
41 
42 
43 
44 


45 


46 


Oils 

Peanuts 

Peanuts 

Pyrethrum 

Rock 

Phosphate 

Sesame Vegetables 

Sesame Ginger 

Sesame 

Tea Coffee, 
chamomile, 
peppermint 

Tea 


Clove Stem Oil 
Distillery 


Fairshare Ltd 
TanPro 

Mansoor Daya 
Chemical Co. Ltd 
Minjingu Co. Ltd 


Lumumba Farm 
Chogo Farm 


FidaHussein Co. 
Ltd 

Mufindi Tea and 
Coffee Company 
Ltd 

Tanzania Tea 
Packers Ltd 
(TATEPA) 


Pemba 


Sumbawanga 
Dar-es-Salaam 
Dar-es-Salaam 
Arusha 
Morogoro 
Handeni 
Rufiji 


Luponde Tea 
Estate, Njombe 


Dar-es-Salaam 


Essential oils, 
lemon grass 
oil, eucalyptus 
oil, sweet basil 
oil 


Pesticide 
Fertiliser 


Sesame, 
vegetables 
Sesame 
ginger 
Sesame 
(75 tons) 


1072 800 


330 


Organic 
Organic 


Organic 


Organic 


ZIT 


Table 5A.1 (Continued) 





S/N Main Other Name of the Location Product Area, ha. No. of Organic 
product products farm/firm descrip- (2008 data) contracted status 
tion/output farmers 
(2008 data) (2008 data) 
47 Tea Bombay Burmah Soni, Lushoto Fairtrade Organic 
Trading Co. Ltd District organic tea 
48 Tea Herkulu Estate Usambara 
49 Tea Balangai Tea Korogwe 
Estate 
50 Tea Baby corn, Gomba Estate Arusha Tea, baby corn, 4,000 Not 
Vegetables vegetables certified 
51 - Vanilla Rosella, Mayawa Bukoba Cured vanilla 314 750 Organic 
bananas 
and 
mushrooms 
52 Vegetables Mshikamano Mukuranga Not 
Women Group certified 
53 Vegetables Maize Global Service Tengeru Vegetables, Not 
Corps (GSC) - maize certified 
NGO 
54 Vegetables Spices Floresta (NGO) Moshi Same Vegetables and  0.25-.5 ha Not 
spices per farmer certified 


Sources: (1) Personal communication with Tancert, TOAM and individual companies (2) Agro Eco B. V. and Grolink (2008). 


SII 
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Notes 


1; 


2. 


P 


According to Mlambiti and Isinika (1997), coffee and cotton have been the main 
users of fungicides, insecticides and herbicides. 

Export Promotion of Organic Products from Africa (EPOPA) is a programme which 
was funded by the Swedish International Development Agency (SIDA) with the aim 
of improving the livelihoods of African smallholder farmers through developing 
exports of organic products from Tanzania, Uganda and Zambia, while also expos- 
ing these countries to sustainable agricultural practices. The programme worked 
well in Uganda and Tanzania but did not take off in Zambia. The programme’s first 
phase in Tanzania ran from 1993-2002. 2002-2008 was the second phase. 


. Material based on direct discussion with Mr Ayo, Managing Director of GFP. 


KNCU was founded in 1929 and is the oldest cooperative in Africa. 

Inevitably this led to a situation where farmers, some practicing organic agriculture 
and some conventional farming, operate side by side. This led to segregation and 
integrity problems. However, continuous checks by farmer organization officials 
and use of peer pressure minimized such cases. 

However, since 2006, some of the costs of certification have been deducted from 
farmers’ prices. 


. This system uses intensive cultivation where application of organic practices and 


inputs such as farm yard manure, use of double dug beds, companion planting, 
maintenance of heirloom seeds and so on are encouraged. 
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Sustainability Standards and 
Agro-Food Exports from East Africa 


Evelyne Lazaro, Lone Riisgaard, Fredy Kilima, 
Jeremiah Makindara and Raymond Mnenwa 


Introduction 


This chapter deals with private sustainability standards and their applica- 
tion in the agro-food export sector in East Africa. It covers three firm or 
industry-level case studies: (1) Arabica coffee plantation production to the 
UTZ CERTIFIED standard in Tanzania; (2) GlobalGAP-certified production 
of fresh vegetables using smallholder contract farmers in Tanzania; and (3) 
Large-scale cut flower production in Tanzania and Kenya, certified to various 
‘social’ standards focusing on worker conditions. Table 6.1 provides basic 
information on the case studies. 

The case studies thus cover large farmer or plantation as well as contracted 
smallholder examples of UTZ and GlobalGAP certification, and large cut 
flower farm examples of the Flower Label Programme (FLP) and other social 
standards. The geographical focus is on Tanzania and the region’s major 
agro-food exporter, Kenya. 

The presentations of the different cases are each organized around three 
groups of questions: 


1. Who adopts standards on the ground? What categories of operator 
participate in the different initiatives? 

2. How are standards implemented in practice? Are there standards pro- 
visions that are only partly implemented and if so, why? Does incom- 
plete implementation relate to measurement problems pertaining to the 
variables covered (for example, discrimination in relation to social stan- 
dards)? Are there also aspects of these standards that are poorly adapted 
to local conditions (social, economic and environmental) and therefore 
not implemented? What are the consequences of specific instances of 
‘bad fit’? 

3. What have been the economic and social costs and benefits of standard 
adoption in each case and what are the more general opportunities and 
threats that these standards bring with them? 
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Table 6.1 The case studies 
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Standard UTZ CERTIFIED GlobalGAP Ethical standards 
Crop Coffee Fresh vegetables Cut flowers 
Fieldwork 2005/2006 2007/2008 2006 
date 
Site Kilimanjaro Arusha and Kilimanjaro Kenya and 
region, Northern regions, Northern Tanzania 
Tanzania Tanzania 
Cases e Two UTZ e One certified vegetable e All (10) export 
CERTIFIED exporter flower farms 
and one e Five large-scale famers in Tanzania 


non-certified 
coffee 


(three certified to 
GlobalGAP standards), 


and 
e Ten (out of 


plantations e Six medium-scale approximately 
e Two UTZ farmers (all 150) farms in 
CERTIFIED uncertified) and Kenya 
millers e 105 smallholder 
e Two coffee farmers (49 certified to 
exporters GlobalGAP standards). 


The chapter is organized in six following sections. The second section 
introduces the topic of sustainability standards. The third section describes 
the three (groups of) standards considered and their adoption in East Africa. 
The fourth, fifth and sixth sections review the questions just listed in relation 
to the three (groups of) standards, while the final section concludes. 


Sustainability standards 


Assurance of environmental and social ‘sustainability’ has become a key 
differentiator for marketing agricultural products. As a result, private volun- 
tary standards have been formulated that seek to operationalize and codify 
this concept. Giovannucci and Purcell (2008) argue that the emergence of 
sustainability standards is also a result of a situation where existing food 
safety standards and international conventions on environmental and social 
issues are perceived by consumers as inadequate in their content and/or their 
implementation. 

Generally, sustainability standards cover both environmental and social 
requirements. Examples include standards for organic agriculture, Fairtrade, 
Rainforest Alliance, UTZ CERTIFIED and GlobalGAP. Sometimes, these stan- 
dards are referred to as process standards, although they are perhaps better 
understood as management ones. They cover management processes the 
whole length of the value chain. 
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However, despite these similarities, sustainability standards, labels and cer- 
tifications are quite varied with respect to the functions they perform and 
their potential impacts. Ponte (2004) indicates that one of the motives for 
actors to engage with them is often to earn higher margins, especially when 
products can be sold at a premium. However, price premiums paid to both 
exporters and farmers vary considerably and in fact many initiatives, includ- 
ing UTZ CERTIFIED, do not offer a guaranteed price premium although a de 
facto premium is sometimes paid. Relevant questions are whether revenues 
from sale of certified sustainable products cover compliance costs and are 
equitably shared among chain actors. 

Mazzocco (1996) and Henson et al. (1998) also identify access to markets 
as a benefit of adoption of such standards, for example through securing 
preferred supplier status in closed supply chains. Other benefits for African 
farmers from adopting such standards may include spill-over effects on 
farm management and thus improvements in farm productivity as well as 
household health and nutrition. Assessing the costs and benefits of compli- 
ance with sustainability standards is difficult because many such potential 
impacts are indirect and long term in nature. 

Concerning labour issues, these standards are particularly controversial. 
One major concern is whether private standards can deliver the intended 
outcomes for workers — and, if they do, whether this is for all workers or 
only some. Some groups, particularly trade unions, fear that private labour 
standards are not able to guarantee fundamental rights such as that of orga- 
nization and that they are being used to side-step unions (Justice, 2002; 
Spooner, 2004). 

Others have raised the concern that sustainability standards as a category 
might constitute new non-tariff barriers for developing-country producers 
particularly small producers (Giovannucci and Reardon, 2000; Reardon et al., 
2001; UNCTAD, 2007). This overlaps with concerns that these standards 
reflect a Northern agenda in relation to Southern producers and workers and 
are thus poorly adapted to local conditions (Barrientos and Smith, 2007; 
Blowfield and Dolan, 2008). Experience shows that it is difficult for many 
African farmers to achieve conformity to these standards, or at least to take 
full advantage of the market opportunities resulting from compliance. Fur- 
thermore, if farmers cannot achieve conformity to at least some standards 
they risk being excluded from remunerative markets altogether. Thus, a 
major challenge is how to ensure that the implementation of sustainable 
standards does not widen the gap between larger commercial farmers and 
smallholder farmers producing primarily for home or local consumption. 

Low levels of human capital in many African countries limit farmers’ 
ability to apply the prescribed production and management protocols and 
maintain the appropriate level of documentation required by sustainability 
standards. Another dimension of this challenge is the lack of adequate or 
well-managed infrastructure to facilitate cost-effective but credible quality 
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and safety assurance mechanisms (Akyoo and Lazaro, this volume). These 
and other challenges are examined empirically in the three cases that are 
presented in the following sections. 


The standards and their local adoption 


UTZ CERTIFIED coffee 


UTZ CERTIFIED,! formerly known as UTZ Kapeh, is an industry-led certifica- 
tion programme established in 1997 by the Ahold Coffee Company together 
with a number of coffee producers. The standard aims to secure ‘respon- 
sible production’ and seeks to address consumer concerns about industrial 
food production methods and their impact on people and the environment. 
The UTZ code covers environmental protection including pesticide man- 
agement, water use, waste management and worker health and safety and 
certain other social conditions. UTZ CERTIFIED provides no guarantee of a 
premium price to farmers, although as already noted a de facto premium is 
often paid. 

Conformity to the standard requires that coffee is registered through the 
UTZ Foundation sales announcement process and is traceable. The founda- 
tion certifies producers and millers and facilitates the matching of registered 
producers with traders and roasters through a web-based tracking and tracing 
system. In Tanzania, UTZ certification started in the early 2000s but has so 
far only been adopted by coffee plantations with at least 50 ha of Arabica cof- 
fee. Thus, in 2006, there were only three compliant operators: Kilimanjaro, 
Machare and Uru estates in Kilimanjaro region. These firms were certified 
in 2005. 

The UTZ foundation was originally focused on coffee certification but in 
2007 it expanded its programme to include other agricultural commodities 
including cocoa, palm oil and tea. Also, while UTZ standards were initially 
aimed at large coffee estates, subsequent efforts were made to develop guide- 
lines that accommodate smallholder groups. Furthermore, the UTZ code 
has been regularly updated to maintain equivalence with what was orig- 
inally called the EurepGAP protocol (now GlobalGAP-version 3, General 
regulations, Control points and Compliance criteria). 


GlobalGAP 


GlobalGAP is a set of standards designed to embody Good Agricultural 
and Good Manufacturing Practices (GAP and GMP). It is owned by a Euro- 
pean based trade organization whose members today comprise growers, food 
manufacturers and retailers. For consumers and retailers, the GlobalGAP 
standard provides assurance that food reaches acceptable levels of safety and 
quality, and that has been produced sustainably, respecting the health, safety 
and welfare of workers, the environment and in consideration of animal 
welfare concerns. 
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GlobalGAP currently covers production of fruit, fresh vegetables, com- 
binable crops, green coffee, tea, flowers and ornamentals, livestock, feed, 
nursery stock and aquaculture. The GlobalGAP protocol defines Good Agri- 
cultural Practices (GAP) in relation to integrated crop management, inte- 
grated pest control, quality management, hazard analysis and critical control 
points (HACCP), worker health, safety, welfare, environmental protection 
and conservation management. It also requires crop traceability to lot and 
agricultural site levels. A GlobalGAP option 2 for smallholder production 
was unveiled in 2005. 

In Tanzania, two large-scale fresh producer-exporters (Seregeti Fresh and 
Gomba Estates) were certified to what was then EurepGAP in 2003. Today, 
the two exporters obtain most of their produce from out-growers who pro- 
duce under contract. To ensure compliance with this standard, the exporters 
provide technical support to out-growers in regard to pesticide application 
(in this case by undertaking crop protection functions), crop husbandry and 
hygiene. The companies supply inputs, mostly on credit deducted from crop 
payments. They also collect produce from out-grower farms for transport to a 
central pack house. Contract farmers supply land for production and labour 
for most operations, including farm management. 

Product prices are set by the estate based on their sales prices, allowing 
for deductions for input costs, packaging, transport and overheads. Some 
negotiations between the estate and farmers on farm level prices now occur, 
following complaints from farmers concerning their margins. The contract 
is binding for farmers on production practices and to a certain extent on 
volume of production and timing of delivery. 


Social standards in the cut flower sector 


Cut flower exports from Sub-Saharan Africa (led by Kenya) increased from 
approximately US$13 million in 1980 to almost US$300 million in 2007, 
representing one of Africa’s most significant cases of non-traditional export 
development during the past two decades.” The sector in East Africa is an 
example of how tightened quality requirements and increasing concerns 
with social and environmental issues have created a highly regulated indus- 
try. The Dutch flower auctions have historically been the most important 
channel through which flowers are distributed to European wholesalers and 
retailers. But lately the proportion of flowers imported into the EU that goes 
through the auctions has diminished and direct sourcing by large retailers is 
increasing. For producers participating in value chains driven by large retail- 
ers, adopting social and environmental standards is a requirement, and it is 
not unusual for producers to comply with half a dozen different standards 
(cf. Barrientos et al., 2003; Riisgaard, 2009). 

In all, at least 16 different social and/or environmental standards (interna- 
tional and national) exist for cut flower exports (CBI, 2007; Riisgaard, 2009). 
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International standard initiatives in this sector include that of the Fairtrade 
Labelling organization (FLO), the Dutch Milieu Programma Sierteelt (MPS, 
which has an additional social standard MPS-SQ), the German Flower Label 
Program (FLP), the British Ethical Trading Initiative (ETI) and the interna- 
tional Fair Flowers Fair Plants (FFP) standard as well as the International 
Code of Conduct for Cut Flowers (ICC). 


UTZ CERTIFIED coffee in Tanzania 


Implementation in practice 


UTZ compliant producers are required to prepare manuals to guide farm 
operations and documented programmes for water use and water treatment. 
These manuals must reflect the protocol, but producers can adapt this to 
suit their unique farm situations, provided that they observe and imple- 
ment all major requirements as prescribed. For example, the code indicates 
that native tree (shade) species should be used to provide required levels of 
canopy for coffee plants, without specifying which species.’ 


Value chain restructuring and standards compliance 


The value chain that handles UTZ Arabica coffee from Tanzania is a buyer- 
driven one. Coffee destined for UTZ buyers (international traders and 
roasters) normally moves from plantation as green bean to certified millers 
in Moshi for milling, grading and storage before it goes to dedicated storage 
facilities in the main export centre(s). Although lower grades of certified cof- 
fee have to be exported via buyers bidding at the national coffee auction in 
Moshi, there is a parallel and distinct structure that handles most certified 
coffee. Thus, the value chain for UTZ coffee excludes many actors in the con- 
ventional chain, for example, smallholder farmers and conventional coffee 
buyers. 

Unlike in other countries, smallholder coffee farmers in Tanzania have 
not been able to adopt this standard, partly because the national coffee reg- 
ulations state that the lower grades of coffee produced by most smallholders 
have to go through the auction, and partly because most smallholder farmers 
are not aware of this standard. Furthermore, there are no local collective ini- 
tiatives, for example through the cooperatives under the Kilimanjaro Native 
Cooperative Union (KNCU) to support smallholder compliance. Possibly, 
however, smallholder farmers could develop capacity for conformity (and 
producing the grades allowed to be exported directly) through support from 
larger certified firms to assist them upgrade their practices and to fulfil other 
social and environmental requirements. Our field experience in Kilimanjaro 
supports this view as one of the certified plantations was successfully sup- 
porting farmers in the nearby villages to reduce soil erosion and conserve 
wetland areas. 
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The new value chain strands for certified coffee have somewhat reduced 
the influence of certain national and local institutions such as the Tanzania 
Coffee Board and KNCU both at the production and processing levels, as the 
production and processing of certified coffee occurs independently of the 
farmer extension, farmer organization and export regulation systems. 


Compliance costs and benefits 


Our comparison of costs and benefits for compliant and non-compliant 
plantations over 4 years (2004-07) shows that, on average, the additional 
net earning over conventional coffee on sales by certified producers was 
approximately US$0.52/kg. According to the interviewed exporters, this 
extra earning could not be mainly attributed to a de facto UTZ price pre- 
mium but primarily reflected the price differential between all coffee sold in 
the Tanzania auction and all coffee exported directly. There was a good deal 
of variance from year to year in the level of this premium. 

Analysis indicated that major components of compliance costs included: 
(i) changes to farm infrastructure, (ii) waste disposal and environmental con- 
servation measures and (iii) certification and inspection. Compliance costs 
averaged in aggregate 28-29 per cent of all productionand marketing costs. 
Whereas compliant producers had average annual total costs of US$913/ha, 
non-compliant producers had costs of US$626/ha. This indicates that, while 
standards compliance entailed higher costs compared to non-compliance, 
there were also considerable benefits (direct and indirect) from compliance. 


Threats, opportunities, lessons learned 


According to interviews with the certified firms in Kilimanjaro, the incen- 
tive to comply with UTZ seems to be to reduce market risks, especially price 
shocks, rather than meeting a requirement for market access. This is because 
UTZ compliant producers retain the option to sell through both the con- 
ventional bulk and conventional high-value chains. Superior grades of UTZ 
certified coffee (grades AA, A and PB) can be exported directly to conven- 
tional buyers if demanded in the export market, as under regulations set by 
the Tanzania Coffee Board (TCB) such coffee can by-pass the auction. On the 
other hand, even when sold through the UTZ chain a premium is not guar- 
anteed as this depends on direct negotiation between the parties involved 
and the basic principle in determining coffee price remains the quality of 
coffee delivered as revealed in cup and chemical tests. Potts (2007) reports 
that certified producers can realize higher prices, but only when they are 
reliable suppliers and if the quality of their products is consistent. 

The limitation of UTZ in Tanzania is its restriction to plantations. Its eco- 
nomic and environmental benefits would be greater if it was extended to 
smallholders. To an extent, some such benefits are already evident since 
changes appear to have occurred in agricultural practices and perceptions 
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about sustainable agriculture among non-certified farmers in the immedi- 
ate neighbourhoods of certified plantations in Tanzania. This demonstrates 
smallholders’ willingness to learn and adapt to new practices (for example, 
conserving wetland and reduced use of chemicals) from certified firms. 


GlobalGAP certified vegetables in Tanzania 


Implementation in practice 


Implementation of GlobalGAP schemes can be in accordance with any one 
of the following options: 


(i) Option 1: an individual producer applies for GlobalGAP certification 
and becomes the certificate holder. 

(ii) Option 2: a producer group applies for GlobalGAP group certification, 
and - as a legal entity — becomes the certificate holder. 

(iii) Option 3 and 4: benchmarking — owners of another standard can apply 
to GlobalGAP for benchmarking (equivalence). If equivalence is deter- 
mined, then producers certified to this standard will be also considered 
certified to GlobalGAP. 


Smallholder producers in the case study are certified under Option 2 — as 
opposed to large-scale producers in Kenya, who are mostly certified under 
Option 1. The smallholders are organized in a producer marketing organiza- 
tion (PMO) comprising several cooperatives linked to a GlobalGAP-certified 
exporter. Of a total of seven smallholder fresh vegetable cooperatives linked 
to the exporter, three had acquired GlobalGAP certification. At the time of 
the research, the other four were producing vegetables for markets which do 
not require a GlobalGAP certificate. The certification process starts with sen- 
sitization of farmers intending to join the GlobalGAP out-grower scheme. 
Following this, interested farmers are registered with the exporter and agree- 
ments are drawn between the exporter and producers. These stages are 
followed by training on group formation and crop husbandry. 

GlobalGAP has two sets of requirements. The first set is classified as ‘major 
musts’ and the second set is classified as ‘minor musts’. The ‘major musts’ 
include requirements on record keeping, site management, soil erosion con- 
trol, fertilizer usage and storage, quality of water for irrigation, use and 
handling of chemicals, product handling during harvesting, post-harvest 
treatment, worker health, safety and welfare and other environmental issues. 
Their implementation requires investment in infrastructure and upgrading 
of human resources. Examples of investments that are required include: 


(i) construction of chemical stores, chemical mixing areas, water taps and 
toilets; 
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(ii) purchase of modern equipment for chemical application; and 
(iii) construction of facilities for grading, cooling, storage and disposal. 


According to our field work, most of these infrastructural investments are in 
practice only required for large-scale vegetable producers. Smallholders are 
not required to invest individually in construction of stores, toilets and water 
taps. Some of the smallholder farmers were found owning spray pumps, but 
these were not used in production of certified crop as crop protection was 
usually undertaken by the exporter. Similarly, smallholder investments in 
grading, cooling and storage facilities were not called for because the prod- 
ucts were collected by the exporter just after harvesting. In contrast, for 
medium- and large-scale farmers investment in these facilities was neces- 
sary, though the level of investment varied depending on the size of their 
operations. 

Expenditure on labour and in some case also on infrastructure was 
required from smallholders for land preparation, soil management and crop 
maintenance. For improved crop husbandry, land had to be adequately 
cleared and tilled including putting in place cross linings and planting pest 
control plants around the plots. Weeding and construction of plant support 
materials were also required. 

Critical for compliance with GlobalGAP standards is proper use of chemi- 
cals, particularly fertilizers and pesticides. As noted, the GlobalGAP protocol 
insists on integrated crop management and integrated pest management, 
including the use of natural predators. However, the need to ensure freedom 
from pests, diseases and blemishes, coupled with the heavy pest pressure 
in humid tropics, means that pesticides are also used for fresh vegetable 
production without exception. Because farmers were observed exceeding rec- 
ommended rates of application, arrangements were made by exporters to 
spray all the smallholder plots under contract themselves. The cost of this 
service is deducted from the farmers’ proceeds when selling to the exporters. 
Fertilizer application activities are also closely supervised by exporters. 


Value chain restructuring and standards compliance 


For exporters and farmers in Tanzania the main objective of certifying to 
GlobalGAP has been to maintain market access. The two large exporters’ 
main market is retailers in the UK and other EU markets. The exporters have 
contacts or understandings with their GlobalGAP buyers covering price, 
quality, conformity to specification, timing of delivery, delivery mode, pack- 
aging, sharing of expenses and payment mode. Some costs of conformity 
with these contractual conditions are passed on to out-growers. Meanwhile, 
the exporters also retain access to markets for uncertified products. Most of 
the excess certified produce or uncertified produce goes to wholesalers and 
processors in Europe who do not insist on the GlobalGAP certification. 
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When the exporters studied here were first established, they primarily 
depended on their own production of vegetables. However, over time they 
extended outsourcing. Hence, GlobalGAP certification in Tanzania has been 
associated with a lengthening rather than a shortening of the value chain. 
However, the exporters have retained nuclear farms of their own. Serengeti 
Fresh for instance has 70ha of own production that guarantees a minimum 
volume of quality vegetables year round. 

Exporters ensure consistently high quality through multiple quality 
checks, sorting, grading, packing and transporting in refrigerated fleets 
of trucks for export through Nairobi, Dar-es-Salaam and/or Kilimanjaro 
airport (KIA). 

Thus the adoption of GlobalGAP standards has resulted in profound 
changes to value chain structure in Tanzania, but in rather an unexpected 
direction. As a result of GlobalGAP Option 2, certification of smallholders 
became possible: albeit under conditions of high levels of vertical coordi- 
nation. The value chain is characterized by a high level of monitoring of 
out-growers by exporters owing to the low capabilities in the supply-base to 
meet the requirements of the standard. 


Compliance costs and benefits 


Participation in GlobalGAP had provided important opportunities for small- 
holder farmers including the knowledge and skills necessary for production 
for export. Farmers have been trained, among other things, on good pro- 
duction practices, storage and handling of produce, health and sanitary 
requirements and protection of the environment. Many of these skills and 
areas of knowledge can be applied to non-GlobalGAP production. A second 
opportunity is for smallholder farmers to access the UK fresh vegetable mar- 
ket. This allows certified farmers to get higher prices compared to alternative 
markets. For instance, certified vegetable producers in the study areas were 
getting $0.85/kg for fine beans and snow peas and $1.40/kg for baby corn 
as compared to less than $0.60 and $1.10 for uncertified sales of the same 
crops. Farmers have also been accessing credit in the form of inputs and/or 
cash for agricultural production. Introduction of new crops to the produc- 
tion systems allows rotation and diversification of agricultural production. 
GlobalGAP vegetable production has also been associated with intensifica- 
tion of agricultural production. Most of the vegetable crops for export take 
only about three months to mature. Farmers reported that this allows for 
three crop cycles per season and therefore high land productivity. In the 
study areas, certified smallholder farmers got as much as 10 per cent and 16 
per cent higher yields per hectare than uncertified farmers for baby corn and 
fine beans, respectively, and 32 per cent higher for snow peas. 

As a result of these factors, net horticultural revenue for certified farmers 
exceeded that for uncertified farmers. Net revenues for certified farmers from 
baby corn and fine beans, computed on a per hectare basis, were respectively 
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10 and 24 per cent higher than those for non-certified farmers. However, for 
snow peas net revenues per hectare for certified farmers exceeded those of 
uncertified farmers by only 3 per cent. 

It is important to note however that the figures reported here do not take 
into account costs of the development of the smallholder quality manage- 
ment system necessary for certification, farmer training or farm certification. 
These were all financed by the EU’s COLEACP/PIP programme. An additional 
contribution to training was made by DANIDA’s Tanzania Small and Medium 
Enterprise Competitiveness Facility. The farmer groups received further sup- 
port from the African Development Bank’s Agricultural Development Facility 
and from the Kilimo Trust for group-level infrastructure (office and stores), 
while part of the exporter’s infrastructure costs and working capital were 
financed through a World Bank loan. 


Threats, opportunities, lessons learned 


High costs of compliance and inadequate technical know-how are typically 
identified as the most important bottlenecks facing exporters and farmers 
in Tanzania, with respect to standards compliance. Other constraints that 
are always mentioned in relation to high-value exports include inadequate 
cargo capacity, finance and institutional support. More recently, Tanzanian 
exporters mention inadequate airport facilities for vegetables rather than 
cargo capacity problems. 

Currently, most of the perishable produce air-freighted out of KIA is car- 
ried by KLM, landing daily. The cargo capacity of the plane is approximately 
18 tons. Since July 2004, MK Airlines has added to the airfreight capac- 
ity at KIA by landing a narrow-bodied cargo plane once a week, collecting 
7-10 tons of cargo most weeks, with the highest uplift being just under 13 
tons (still below the targeted break-even level for the service). The rates that 
were being charged were US$1.88/kg to the UK and US$1.84/kg to Amster- 
dam, which are comparable to rates charged out of Nairobi. However, due 
to KLM’s inadequate facilities for vegetables, high rates of produce spoilage 
were reported. 

There are also constraints that are associated with incorporation of small- 
holder farmers in certified fresh vegetable production for export. For exam- 
ple conditions are not conducive to sorting at farm level. As a result all 
produce is transported to the pack house where sorting is done. This denies 
farmers an opportunity to sell in the domestic market or use for home 
consumption produce that does not meet export standards. This creates dis- 
satisfaction among participating farmers in that the volume collected at the 
farm is normally higher than the volume that they are paid for, due to high 
level of rejects. 

The proliferation of standards is one of the challenges for exporters 
from developing countries. Exporters to the UK from Tanzania are required 
to comply with one, two or a combination of three standards namely 
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GlobalGAP, Tesco’s Natures Choice (TNC) and British Retail Consortium 
(BRC). To obtain BRC certification, in addition to GlobalGAP, the exporter 
has to meet a separate set of pack house handling requirements. 

The role of donor support in smallholder GlobalGAP certification referred 
to above underlines perhaps the most profound threat, namely that of 
the questionable sustainability of this value chain in the absence of such 
support. As the GlobalGAP standard continues to evolve in a more strin- 
gent direction, it seems that new training as well as investment costs will 
continuously rise, along with increasing costs of certification itself. 


Social standards in the cut flower industries of Kenya 
and Tanzania 


Implementation in practice 


Provisions included in those sustainability standards applied to cut flowers 
differ considerably, amongst other things, in the ease with which they can 
be monitored. Some requirements, like provision for pesticide storage, san- 
itary facilities and even payment for overtime, are relatively easy to check 
using a combination of physical observation, document review and inter- 
views. Other requirements however, such as freedom from gender or ethnic 
discrimination and workers’ freedom to organize, are inherently more diffi- 
cult to check and this often leaves decisions about the presence or absence of 
compliance up to the personal judgement of the auditor. These observations, 
based on interviews, are confirmed in a comprehensive study conducted by 
Barrientos and Smith (2007) who distinguish between outcome standards 
and standards referring to process rights. 

Process rights such as those just mentioned describe principles of social 
justice that enable workers to attain wider objectives such as negotiation of 
wages, working hours, health and safety policies, health insurance and pen- 
sions provision or even comprehensive collective bargaining agreements. In 
a comprehensive study of the effects of social standards amongst suppliers to 
retailer members of the ETI,* it was found that while standards were having 
an effect on variables referred to in outcome standards, they were having 
little or no impact on process rights and furthermore failed to be applied to 
more marginal (often female) workers including casual and subcontracted 
workers (Barrientos and Smith, 2007; see also Nelson et al., 2007 for similar 
findings). 


Value chain restructuring and standards compliance 


In cut flowers, standard coverage is very much related to the channel 
through which the flowers are sold. The Africa—Europe cut flower value chain 
entails two distinctive strands. The Dutch flower auctions® have historically 
been the most important channel through which flowers are distributed 
to European wholesalers and retailers. But lately the percentage of flowers 
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imported into the EU directly by large retailers and importers has increased, 
although the auction still accounts for the larger part (Thoen et al., 2000). 
This applies to Tanzania and Kenya alike. An estimated one-third of Kenyan 
exports in 2004 were direct, but most of the larger operations still supply 
both the auctions and the EU supermarkets (Tallontire and Greenhalgh, 
2005). In Tanzania, roughly 75 per cent of exports went to the auctions 
in 2006, while the remainder was supplied directly to wholesalers and/or 
retailers, mostly in Germany, Norway, the UK and Sweden. 

For producers participating in direct sales to large EU retailers, adopting 
social and environmental standards is a requirement while producers sell- 
ing through the auctions are not faced with such a demand. Thus, a strong 
association exists between the nature of the value chain and producer moti- 
vations for adopting standards. In buyer-driven strands, standards form part 
of the governance structure operated by retailers and are hence a market 
access requirement. But in the market-based auction strand, if standards 
are adopted at all, this is as a reputation enhancer or simply as a manage- 
ment tool. Moreover, buyer expectations are also highly country specific. 
For example, MPS is employed largely for flowers aimed at the Dutch auc- 
tion system whereas FLP caters mostly for flowers bound for the German 
market and ETI is specific to UK retailers. 

However, in the case of some chains there are other reasons for adopting 
standards. Especially for Kenyan producers, standard compliance is impor- 
tant to rebut public criticism both locally and in buyer markets. Additionally, 
adoption of a recognized standard decreases the risk of a buyer suddenly 
requiring new proprietary sustainability conditions. 

Adherence to sustainability standards forms part of the requirements 
imposed by the large buyers along with specific requirements concerning 
price, quality, volume, logistics and so on. Adherence to sustainability stan- 
dards thus only form one of many capacities required for entering the 
direct export market and producers do not regard it as the main challenge 
they face. 

In terms of market coverage, social and environmental standards have 
become mainstream. A rough estimate puts 50-75 per cent of flowers 
imported into the EU as adhering to one or more standards. However, the 
vast majority of these standards are of a business-to-business kind (governed 
by business and not communicated to the consumer). Secondly, where social 
clauses are included in such standards, these mostly focus on outcome stan- 
dards, not process rights. Social standards that are communicated through a 
consumer label characterize a much smaller portion of the market (no exact 
figures exist, but an estimate puts their EU market share at 5-10 per cent 
depending on the country). These tend to focus on process rights, although 
in the US market even consumer labels tend to focus more on outcome 
standards. 
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Compliance costs and benefits 


As noted, while all sustainability initiatives applied in the East African 
cut flower sector include some elements related to labour, these mostly 
have a peripheral status. Moreover, they range along a continuum from 
mere endorsement of workers’ basic rights to requiring the participation 
of unions and NGOs in monitoring. They therefore also differ markedly 
in their potential to create opportunities for labour and for local labour 
organizations. 

The focus of the case study was on interactions between compliance 
with social standards and gains made by local labour organizations (includ- 
ing both trade unions and NGOs). One finding was that interpretation of 
standards’ provisions by inspectors and national representatives of standard- 
setting organizations has an important bearing on the degree to which the 
standards in practice provide opportunities for labour and local labour orga- 
nizations. Another was that the way in which social standards are actually 
used by labour organizations depends to a large degree on the context in 
which their local implementation takes place and the strategic priorities of 
different labour actors. 

Unionization in the flower sector has increased considerably in Tanzania 
from two out of eight farms in 1998 to six out of ten in 2006 covering two- 
thirds of all flower workers. In Kenya, unionization has remained relatively 
low with only around 3400 unionized flower workers out of approximately 
50,000. To a major extent, the positive development in Tanzania has come as 
a result of how local labour organizations have engaged with standards and 
managed to use them as a platform to organize and build capacity at farm 
branch level. This has occurred particularly through constructive interaction 
between the owners of the FLP standard and the Plantation and Agricultural 
Workers Union of Tanzania (TPAWU), with FLP seeking confirmation from 
the union that freedom of association and collective bargaining rights are 
complied with before certifying farms. Assurance of these rights resulted in 
collective bargaining agreements on the two largest farms which, according 
to TPAWU, opened the door for them to the Tanzanian flower sector in gen- 
eral. Regarding wages, a comparison between (three) certified and (seven) 
uncertified farms in Tanzania revealed higher average wages for employees 
on certified farms. 

Labour’s approach to standards in the Kenyan flower industry differed 
markedly from that in Tanzania. Unions at the national level positioned 
themselves against standard initiatives and refused to engage with any apart 
from Max Havelaar. It was reported that the national representative for 
Max Havelaar had been influential in pushing for a collective bargaining 
agreement on one of the largest farms. The Kenyan labour NGOs, on the 
other hand, very actively seek to influence how standards are adopted and 
renegotiated in Kenya. 
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Threats, opportunities, lessons learned 


In sum, the cut flower case found that labour organizations may use (at least 
some of the more rigorous) standards to (1) enhance union organization 
and obtain collective bargaining agreements; (2) obtain better insight into 
the operations of cut flower markets; (3) get a seat at the table when busi- 
ness discusses social issues; and (4) exert a watchdog function in relation to 
non-compliant businesses, backed by a threat of exposure in consumer mar- 
kets. Realization of these possibilities, perhaps optimistically, presupposes 
that labour organizations are accountable to their constituencies and work 
for the good of the workers they represent. Where labour organizations (and 
particularly trade unions) actually do so, the more stringent private social 
standard initiatives can be used to further their influence. 


Conclusion 


Sustainability standards in coffee, vegetables and flowers enhanced the pos- 
sibility for producers to undertake direct exports, increased their security 
of contract and had measurable financial benefits for them. In two of the 
three cases (fresh vegetables and cut flowers) compliance to sustainability 
standards is a condition for access to large retailers in the UK and other EU 
markets. On the other hand, all cases showed that compliant producers also 
maintained access to markets for uncertified products. All, moreover, sold 
certified products into ‘conventional’ markets, indicating excess supply in 
chains demanding compliance. 

Smallholder farmers are not compliant except for fresh vegetables in 
Tanzania through donor-supported contract farming. Such participation 
is rather untypical internationally (cf., inter alia Kenya and Senegal) and 
may be only temporary. But, where smallholders comply, there are bene- 
fits including significant increases in farmer revenues. Labour also benefits 
from sustainability standards but again under restricted conditions, namely 
where these have a content that is both stringent and clearly formulated, 
and where both EU retailers and local labour buy into them. 

Referring to Jaffee and Henson’s (2004) classic distinction between stan- 
dards as barriers and opportunities, the overall picture is ambiguous. The 
new generation of standards are a barrier, particularly for smallholders, but 
also — where a range of facilitating factors are present — a major opportunity. 


Notes 


1. www.UTZcertified.org. 

2. Data from UN COMTRADE. 

3. In this particular process certain new risks may be inadvertently introduced. The 
introduction of certain native species may lead to increased incidence of pests and 
diseases, and competition for soil nutrients and sunlight. 
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4. The ETI (Ethical Trading Initiative) is a UK ‘multi-stakeholder’ initiative to promote 
and improve the implementation of corporate codes of practice which cover supply 
chain working conditions. 

5. The Dutch auctions function as a distribution centre, absorbing large quantities of 
flowers that are re-packed and sold to buyers around the world. The system is based 
on a public price discovery system and a cooperative organization structure. There 
are seven cooperative flower auctions in the Netherlands with total sales amount- 
ing to US$1.9 billion in 1998. During the mid-1990s, Oserian/East African Flowers 
opened the Tele Flower Auction, a private auction. For a detailed description of the 
auction system see Thoen et al. (2000). 

6. Lately there has been a marked increase in social standards adoption amongst those 
exporters, particularly Dutch ones, who sell through the auctions. This is related to 
the introduction of a new standard scheme named Fair Flowers Fair Plants. For 
details see Riisgaard (2009). 
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Localizing Private Social Standards: 
Standard Initiatives in Kenyan Cut 
Flowers 


Lone Riisgaard 


Introduction 


As a response to the emergence of Northern-based social standards in the cut 
flower export industry, a range of Southern social standard initiatives have 
emerged. In this chapter, I analyse two Kenyan standard initiatives in the 
cut flower sector — a business initiative and a multi-stakeholder initiative. 
I investigate how international social standard requirements are ‘localized’ 
and the results of this localization for different stakeholders. The analysis 
shows that when the standards are negotiated and applied, the power rela- 
tions that exist both between local stakeholders and along the global value 
chain (GVC) for cut flowers are reproduced. Placing local standard initiatives 
in the context of GVC governance, this chapter also illustrates how they can 
be seen as indirectly playing into the governance agenda of retail buyers, 
because local standards (particularly multi-stakeholder standards) offer bet- 
ter insurance against conflict and create necessary consensus and ‘back-up’ 
from critical voices, both locally and in buyer markets. 

Private Social Standards (PSSs) covering the employment conditions of 
Southern producers exporting to European markets have multiplied rapidly 
since the 1990s. Multinational Enterprises (MNEs) and large buyers have 
increasingly adopted labour standards along global value chains (GVCs), 
such as the right to form trade unions and prohibitions on discrimination, 
child and forced labour. PSSs, however, remain highly disputed, particu- 
larly since their intended impacts are by no means guaranteed. Amongst 
other things, standard initiatives have been criticized for being Northern 
driven, for implementing a Northern agenda on Southern producers and 
workers, for not being sensitive to local specific conditions and for not 
including local stakeholders (Barrientos et al., 2003; Utting, 2005; Blowfield 
and Dolan, 2008). 
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Most PSS initiatives have been designed in the North. Lately, however, a 
range of Southern standard initiatives have emerged in the African horticul- 
tural industry. These local initiatives are most often run by producer asso- 
ciations, although a few multi-stakeholder initiatives have also appeared.' 
The Kenyan horticultural industry provides an interesting case, since no less 
than four local standard initiatives exist in parallel, including two business 
association standards (Kenya Flower Council (KFC) and the Fresh Produce 
Exporters Association of Kenya (FPEAK) standards), and a multi-stakeholder 
initiative (Kenyan Horticultural Ethical Business Initiative (HEBI)). Addition- 
ally, the Kenya Bureau of Standards (KEBS) has also developed a standard for 
the national horticultural industry. Kenya thus provides an interesting case 
for exploring what happens when international pressure for minimum social 
standards is translated into local standard initiatives. 

In this chapter, I address developments in the governance structures of 
PSSs in the cut flower industry and particularly focus on Kenyan efforts to 
localize PSSs and the results of these efforts. I argue that the move towards 
‘localizing’ PSSs cannot uncritically be seen as automatically furthering the 
interests of the intended beneficiaries of social standards (workers, their fam- 
ilies and communities) nor as necessarily representing a ‘Southern’ agenda 
as opposed to a ‘Northern’ one. Through case studies of KFC and HEBI, this 
chapter investigates how the introduction of PSS requirements are ‘localized’ 
and how standards are ‘played’ in different ways by different stakeholders in 
order to gain influence and forward specific goals. Therefore, I analyse local 
standards against the background of local power relations. But local PSS ini- 
tiatives also operate in the context of GVCs, particularly buyer-driven value 
chains, where lead firms govern the activity of other firms in the chain (Bar- 
rientos, 2003; Gibbon and Ponte, 2005; Riisgaard, 2007; Tallontire, 2007). 
Thus, in this chapter, the Kenyan PSS initiatives are also placed in the con- 
text of the GVC for cut flowers, particularly the strand of the value chain 
that is driven by large European retailers. This enables an analysis of how 
local standard initiatives fit into the governance mechanisms employed by 
powerful buyers and a discussion of whether these local initiatives from a 
value chain governance perspective create contested terrains. 

To carry out the examination of local PSSs, I employ an analytical 
framework that combines explorations of horizontal interactions between 
stakeholders at the local level with vertical interconnections with stakehold- 
ers related to and involved in the GVC for cut flowers. Global Value Chain 
analysis is employed as an overall frame and used to situate the local PSSs 
in vertical relations of power. Particular attention is paid to the governance 
mechanisms employed by large retailers. The local level of PSSs constitutes 
the second level of analysis. In the forefront here are relations of power and 
negotiation. 

For this purpose, I draw selectively on the conceptual framework devel- 
oped by Tallontire (2007) to analyse developing country private standard 
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initiatives in agro-food value chains. Tallontire also brings into play GVC 
analysis, but expands the understanding of governance by adopting con- 
cepts from convention theory and from analysis of regulation. I focus on 
the parts of Tallontire’s framework that deal with legislative governance 
(who makes the rules and how) and judicial governance (how conformity 
is assessed). Underlying the analysis is an understanding of standards as 
socially mediated and therefore neither objective nor unbiased. Conversely, 
standards are always embedded in particular systems of social relations, 
and standard outcomes often reflect differences in power between different 
actors (Busch, 2000; Hatanaka et al., 2006). 

The chapter is based on fieldwork I carried out in 2006 covering ten export 
flower farms in Kenya. Additionally, a range of interviews were conducted 
with industry organizations, industry consultants, local and international 
standard initiatives, labour NGOs and trade unions at national as well as 
district- and farm-branch levels. Follow-up interviews with key stakeholders 
were carried out in May 2008 (for interview reference key see notes’). 

In the next section developments in the global flower value chain, includ- 
ing developments in PSSs and in the Kenyan context, are discussed. In the 
third section, I turn to the Kenyan PSS initiatives focusing on legislative and 
judicial governance, the motivation and strategies of the different stakehold- 
ers, as well as the relation to GVC governance. The fourth section concludes 
by reflecting on how power inequalities are played out in the localization of 
PSSs in Kenya and how local standard initiatives can be seen as indirectly 
playing into the governance agenda of retail buyers. 


Private social standards and cut flowers in Kenya 


Reorganizing production 


Private social standard (PSS) initiatives, both international and local, operate 
in the context of GVCs. The production strategies of MNEs have changed 
substantially since the 1970s. At present, they are often characterized less 
by direct foreign investment and more by indirect sourcing through GVCs 
linking them to networks of suppliers in developing countries (Dicken, 
2007). This shift has been described at length in the GVC literature, which 
traces the linkages between production, distribution, retailing and consump- 
tion. This body of literature highlights the ability of some lead firms? to 
govern the activity of other firms in the chain (for instance, Gereffi and 
Korzeniewicz, 1994; Gibbon and Ponte, 2005). Setting rules and conditions 
of participation are the key operational mechanisms of GVC governance 
(Gibbon and Ponte, 2005) and PSSs can therefore be seen as forming part 
of the mechanisms used to govern GVCs by lead firms. 

Governance is defined by Gereffi as ‘authority and power relationships 
that determine how financial, material, and human resources are allocated 
and flow within a chain’ (1994, 97). Governance thus refers to the process 
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of organizing activities with the purpose of achieving a certain functional 
division of labour along a value chain. It results in specific distributions 
of benefits, and sets terms of participation and of exclusion (Ponte, 2008). 
Gereffi originally distinguished between buyer- and producer-driven* value 
chains to describe two distinct forms of overall chain governance. Producer- 
driven chains are usually found in sectors with high technological and 
capital requirements; and here chain governance is exercised by compa- 
nies that control key technology and production facilities. Buyer-driven 
chains, such as the retailer-driven ‘strand’ of the cut flower value chains, 
are generally more labour intensive and information costs, product design, 
advertising and advanced supply management systems constitute the entry 
barriers to chain leadership. In these chains production functions are usually 
outsourced and retailers and brand name companies exercise key governance 
functions (Gereffi, 1994). 

In general, a move towards buyer drivenness* in GVCs can be observed 
particularly in GVCs led by branded manufacturers and retailers (Gereffi 
et al., 2005; Gibbon and Ponte, 2005). In buyer-driven GVCs, a movement 
can be detected from direct control to more indirect or ‘hands off’ mech- 
anisms of governance. This includes a heightened explicit role for quality 
within a framework of ‘control at a distance’ and the increased importance of 
standards and auditing technologies and methods (Power, 1997; Gibbon and 
Ponte, 2005). The heightened importance of quality (broadly defined) relates 
to a shift from an economy of quantities to an economy of qualities (Callon 
et al., 2002), where quality is becoming a central component of economic 
competition and where private quality standards and their ability to differ- 
entiate products therefore are becoming increasingly important (Hatanaka 
et al., 2006). This shift is mirrored in GVCs by an extension of governance 
mechanisms to wider issues, such as management standards, environmental 
standards and, more recently, social standards that are observed by suppliers 
(Reardon et al., 2001; Nadvi K and Waltring, 2004; Gibbon and Ponte, 2005; 
Hatanaka et al., 2006; Tallontire, 2007; Nadvi, 2008). 


Restructuring the cut flower value chain 


The move towards buyer drivenness is evident in the cut flower value chain, 
where structural shifts in distribution channels in EU markets are taking 
place, with the growing importance of supermarkets sourcing directly from 
suppliers in developing countries, cutting out wholesalers and the Dutch 
auctions® (Thoen et al., 2000; CBI, 2007). The world market for cut flow- 
ers has grown consistently since the early 1980s, but has experienced a 
slowing of growth in demand over the past 5 to 10 years, especially in 
the EU. At the same time, increases in production (especially in develop- 
ing countries) have led to a downward movement in prices. Consumers in 
EU markets are demanding greater variety and are increasingly interested in 
the environmental and social dimensions of production. This is leading to a 
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proliferation of social and environmental standards in the industry (Thoen 
et al., 2000; CBI, 2007). 

The Kenyan-European cut flower value chain entails two distinctive 
strands (the direct strand and the auction strand). The Dutch flower auctions 
have historically been the most important channels through which flowers 
are distributed to European wholesalers and retailers. But lately the propor- 
tion of flowers imported into the EU from East Africa that goes through the 
Dutch flower auctions has diminished and direct sourcing by large retailers 
is increasing. The auctions still remain the most important world market 
outlet for cut flowers, however, and the main way that cut flowers from East 
Africa reach European wholesalers and retailers (Thoen et al., 2000). Since 
standards are a requirement only for producers participating in the ‘direct’ 
strand of the GVC, which is driven by large retailers, in this chapter I focus 
on this particular strand (hereafter simply named the flower GVC). 

The increase of direct sourcing by large retailers is having a significant 
impact on governance (due to the retailers’ considerable market power) 
as well as creating an increasing demand for compliance with social and 
environmental standards. More complex consumer demands and a more 
demanding regulatory environment faced by retailers have led to changes 
in how retailers manage their value chains, aimed at both avoiding neg- 
ative publicity and differentiating their products. One way that retailers 
have achieved this is by codifying the knowledge required to meet quality 
specifications in standards and grading systems. Social and environmental 
standards are an extension of this process and one way in which retailers 
seek to reduce risks and govern their value chains (Barrientos et al., 2003). 
In cut flowers, PSSs therefore form part of the mechanisms that are used by 
retailers to govern the GVC. The direct strand for flowers is highly driven by 
supermarket buyers, particularly UK retailers. 


Private social standards in cut flowers 


Critique in consumer markets of appalling working conditions in facto- 
ries and plantations in developing countries producing consumer goods for 
the Northern markets spurred the formulation and adaptation of PSSs. The 
nature of cut flowers and the character of the flower trade have created 
the context for some highly criticized working conditions in the industry. 
The Kenyan flower industry in particular has been one of the favourite 
targets for campaigns, both locally and in Europe, demanding better envi- 
ronmental and social conditions. Export of cut flowers from East Africa is 
an example of how tightened quality regulations and increasing concerns 
with social and environmental issues have created a highly codified indus- 
try. For producers participating in value chains driven by large retailers, 
adopting social and environmental standards is a requirement, and it is 
not unusual for producers to comply with half a dozen different social and 
environmental standards (cf. Collinson, 2001; Barrientos et al., 2003). 
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Social standards differ significantly in origin (both in terms of geography 
and actors involved) as well as in content, implementation and monitoring 
procedures. Initially, these standards mostly took the form of unilateral busi- 
ness initiatives, but later they have also included broader business and multi- 
stakeholder initiatives. The majority of standard initiatives were conceived 
and formulated in Europe, but in recent years a variety of standard initia- 
tives have also been initiated in producer countries. Cut flower export trade 
associations in Kenya, Uganda, Zambia, Zimbabwe and Colombia have all 
developed their own social standards (CBI, 2007; Dolan and Opondo, 2005). 
In all, at least 16 different social and or environmental standards (interna- 
tional and national) exist for cut flower exports (CBI, 2007; Riisgaard, 2007). 
The first standards that emerged in the industry were mainly set by buy- 
ers or producer groups and tended to be weak on social issues and rely 
mainly on first- or second-party monitoring. During the 1990s, there was a 
development towards the use of third-party monitoring and the emergence 
of new multi-stakeholder initiatives. Standards, furthermore, have tended 
to broaden from only covering cut flowers to including pot plants and 
foliage. 

With the demand for standards also comes a demand for auditing and 
certification. Depending on the individual standard, different actors qualify 
(and often compete) to carry out services in the audit and certification mar- 
ket. Furthermore, standard creation, adoption and implementation affect 
terms of inclusion and exclusion in value chains. It is therefore of impor- 
tance to examine who sets these standards and what issues are subjected 
to standardization and how. As argued in Brunsson (2000, 9): ‘the creation 
of standards can seldom be seen as natural, straight forward or harmo- 
nious processes. Rather many factors are important: which actors are able 
to participate or allowed to do so, how the decision processes are designed, 
and so on.’ Standards are thus not objective and neutral mechanisms, but 
socially mediated and embedded in particular systems of social relations 
and power (Busch, 2000; Hatanaka et al., 2006). Studies by Hughes (2001) 
highlight that when all costs of complying with social standards are borne 
solely by suppliers, then PSSs can actually reinforce an already adversarial 
supply chain relationship and retailer dominance. In this way, as Freidberg 
(2003) puts it, ‘cleaning up down South comes cheap’ and PSSs can be seen 
as reinforcing existing power imbalances and as a new mechanism of control 
through self-control. Additionally, when PSSs touch down in local settings, 
they invariably interact with local relations of power and politics and should 
not be viewed as neutral market tools (Hatanaka et al., 2006; Riisgaard, 
2007;Ponte, 2008). Local PSS initiatives therefore need to be seen as sites of 
struggle and contestation, which might reinforce or change roles and inter- 
relationships (du Toit, 2002; Tallontire, 2007). Thus, the emergence of local 
standard initiatives needs to be addressed in the context of power relations 
both within the GVC and between the local stakeholders. Before proceeding 
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to explore how this unfolds in Kenya cut flowers, a critical discussion of 
developments, potentials and limitations of PSSs is presented. 


The potential and limitations of PSSs 


The benefits of PSSs remain highly disputed. PSSs are almost exclusively lim- 
ited to export industries and reviews have highlighted that many are weak in 
content, especially in terms of workers’ right to organize and bargain collec- 
tively, as well as in relation to gender issues (Barrientos et al., 2003; Blowfield 
and Frynas, 2005; Barrientos and Smith, 2007). Recently, the adverse effects 
of corporate buying strategies (particularly price cuts, short lead times and 
rapid turn around) on labour conditions have been highlighted and there is 
growing recognition of the limits of PSSs as a means of improving working 
conditions in global production and particularly as a means of altering the 
power relations between labour and capital (du Toit, 2002; Barrientos et al., 
2003; Utting, 2005; Barrientos and Smith, 2007; Riisgaard, 2007; Blowfield 
and Dolan, 2008). 

Serious inadequacies have been reported in the way standard compliance 
is monitored by companies and by the burgeoning social auditing indus- 
try. Auditors have tended to rely heavily on management information, with 
little involvement of workers and the organizations representing them. Addi- 
tionally, audits have focused most attention on the more visible aspects 
of standards, such as health and safety and working hours, rather than 
more embedded issues such as discrimination (Barrientos and Smith, 2007). 
Research has shown that the use of a participatory social audit methodology’ 
is more likely to build trust, promote dialogue and expose sensitive work- 
place issues but the method is also more challenging and costly to apply 
(ibid.; Dolan and Opondo, 2005; Blowfield and Dolan, 2008). Even so, ele- 
ments of participatory auditing seem to have been incorporated along with 
an increase in multi-stakeholder initiatives (Riisgaard, 2009). 

A related point is highlighted by Barrientos and Smith (2007), namely the 
distinction between outcome standards and process rights. Process rights, 
for example the principles of freedom of association and no discrimination, 
describe intrinsic principles of social justice that enable workers to claim 
their rights. These process rights provide a route to the negotiation of and 
access to other entitlements and specified conditions of employment, such 
as a health and safety policy, minimum wages, working hours and provision 
of benefits such as health insurance and pensions. These entitlements and 
specified conditions of employment are labelled outcome standards. Most 
PSSs are now based on ILO core conventions and thus are comprised of 
both outcome standards and process rights. Nevertheless, in a comprehen- 
sive study of the effects of PSSs amongst suppliers to members of the ETI,’ it 
was found that while PSSs were having an effect on outcome standards, they 
were having little or no effect on process rights (Barrientos and Smith, 2007; 
see also Nelson et al., 2007 for similar findings). 
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That PSSs have more impact on outcome standards than process rights 
relates to auditing methods and reflects the dominance of a technical com- 
pliance perspective. Checklist-based auditing and self-assessment have been 
the main ways of monitoring PSS implementation. This system is compatible 
with other forms of technical and financial auditing, and is often carried out 
by companies who also specialize in those activities. While technical social 
auditing is able to identify outcome standards, such as health and safety 
provisions and wage levels, it has proved less capable of identifying process 
rights (Barrientos and Smith, 2007). This in turn reflects a general tension 
between a focus on PSS as a technical tool to achieve social compliance 
based on outcome standards and a focus on PSS as a means of enhancing 
the process through which workers claim their rights. In multi-stakeholder 
initiatives, to which I will turn shortly, this tension often plays out as a 
tension between civil society and commercial actors. 

In the cut flower industry, most standards still focus on outcome stan- 
dards, not process rights. In terms of market coverage, social and environ- 
mental standards have become mainstream in flowers. A rough estimate puts 
between 50 and 75 per cent of flowers imported into the EU as adhering 
to one or more social and or environmental standard. However, the vast 
majority of these standards are business-to-business standards (governed by 
business and not communicated to the consumer). While most of these 
standards now use third-party monitoring and mention rights such as the 
freedom of association and the right to collective bargaining, most still focus 
on outcome standards, not process rights. The standards that focus on pro- 
cess rights are mainly collective standards with consumer labels operating in 
niche markets. The standards that are communicated through a consumer 
label characterize a much smaller portion of the market (no exact figures 
exist, but an estimate puts their market share at 5-10 per cent depending 
on the country).’? However, the share of consumer-labelled flowers has been 
rising quite rapidly over the last years (sales of Fairtrade flowers, for exam- 
ple, increased by 66 per cent from 2006 to 2007; The Fair Flowers Fair Plants 
(FFP) initiative is also growing rapidly).!° 


Multi-stakeholder initiatives, Southern initiatives and issues of power 
and representation 


Retailers have responded to criticism by creating alliances with the very 
groups that criticize them in so-called multi-stakeholder initiatives where 
NGOs, multilateral and other organizations encourage companies to partic- 
ipate in fora that set social standards, monitor compliance, promote social 
reporting and auditing and encourage stakeholder dialogue and social learn- 
ing (Utting, 2002). Multi-stakeholder initiatives, however, are also open 
to criticism. There are important questions about representation. Who is 
included? Who is excluded? Who speaks on behalf of workers, especially 
more marginalized informal workers, many of whom are women? (du Toit, 
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2002; Barrientos, 2003; Dolan and Opondo, 2005; Tallontire, 2007; Blowfield 
and Dolan, 2008). 

Furthermore, tensions can easily arise between different stakeholders, 
who are representing or reflecting different interests and occupy different 
positions of economic power linked to the global value chain (Hughes, 
2001). As argued by Utting (2002), corporations might encourage multi- 
stakeholder initiatives and other forms of collaboration with NGOs as a 
means of (a) accommodating threats to their dominance that derive from 
civil society activism and (b) exercising what Gramsci has referred to as 
‘moral, cultural and intellectual’ leadership as a basis for rule via consen- 
sus as opposed to coercion (Levy, 1997). In GVC language, this argument 
touches upon the potential role of multi-stakeholder standard initiatives 
as a tool that indirectly reinforces the governance agenda of buyer-driven 
value chains, because they enable cooperation and consensus while securing 
against conflict. 

Another criticism concerns the fact that many multi-stakeholder initia- 
tives and PSSs in general have been developed in the North, and there is 
concern that these fail to incorporate Southern stakeholders and the con- 
cerns of workers in developing countries (Barrientos, 2003; Tallontire, 2007; 
Blowfield and Dolan, 2008). Southern initiatives have emerged to counter 
this trend. According to Barrientos (2003), Southern initiatives reflect a 
move away from a Northern-based focus towards local engagement in how 
standards and standard implementation can more genuinely address and 
improve the needs and rights of workers. In this view, Southern initiatives 
are better able to address worker needs at a local level and in the specific 
local context. Discrimination based on gender or race may, for example, be 
embedded in social norms and, thus, require different strategies in one con- 
text compared to another. Furthermore, local initiatives can address more 
context-specific and more complex issues on an ongoing rather than an 
on-off basis (ibid.). 

Blowfield and Dolan (2008) highlight how African standard initiatives, 
like Northern initiatives, are not formulated by the workers they purport to 
benefit. It is also questionable exactly how local the local initiatives actually 
are. Do they represent a new position that in any substantial way contests 
existing Northern initiatives or the dominant position of Northern buyers? 
The following sections will show that local standards can, to some degree, 
play into the governance agenda of buyer-driven value chains. 


Kenyan social standard initiatives 


Analytical framework and background 


In this part of the chapter, I turn to an analysis of relations of power, con- 
testation and negotiation in local PSSs in Kenya. The analysis is based on 
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the understanding that the content of standards and how they are applied 
is often the outcome of strategic actions and negotiations between involved 
stakeholders reflecting existing power differences (Juska et al., 2000; Bin- 
gen and Siyengo, 2002; Hatanaka et al., 2006). Each stakeholder has its own 
agenda and ideas about quality (in this case, ideas about what constitutes 
acceptable social conditions) that it seeks to implement, and standards are 
used to further this agenda. Thus, the way standards are negotiated and 
used may reflect and reproduce power relations that exist both between local 
stakeholders and along the GVC. 

As recommended by Tallontire (2007), I start by analysing the rules which 
are being developed and implemented through the PSSs. A next step is chart- 
ing the evolution of the PSS opening up for discussions about who makes 
the rules and how (what Tallontire refers to as ‘legislative governance’). 
This concerns the origin of the standard, the extent to which it draws on 
international standards or includes locally specific criteria, the links it has 
with other standards, both in the public and private domains, and identi- 
fication of who is involved and who may be excluded. This is particularly 
pertinent in relation to worker representation, as new forms of worker repre- 
sentation are legitimized through NGO advocacy. Attention is also given to 
what Tallontire terms ‘judicial governance’, referring to the way compliance 
is monitored and assessed. This issue is particularly relevant since the ini- 
tiatives differ substantially in this area. Finally, the initiatives are set in the 
context of governance of the cut flower GVC and the important question of 
whether these local PSSs actually represent a form of ‘control at a distance’ 
on the part of lead buyers. 

Focus is on the KFC and HEBI standards, the two initiatives developed 
explicitly for the flower industry. These two standard initiatives provide 
appropriate grounds for comparison, since they are substantially differ- 
ent both in relation to their structure as initiatives and in the method- 
ologies they employ for assessing compliance. Two other local standard 
initiatives (FPEAK and KEBS) were not specifically designed for cut flow- 
ers, but contain general standards for horticultural products. The FPEAK 
and KEBS standards are not analysed in this chapter, but since they are 
relevant in relation to both KFC and HEBI, they are briefly introduced 
in the following together with a short overview of other relevant local 
stakeholders. 


The development of local PSSs in Kenya 


Kenya is one of the top players in the world cut flower industry (the fourth 
largest) with a value of US$313 million out of a total export value of US$354 
million from Sub Saharan Africa (the global value was US$5.5 billion in 
2007).'! The export flower industry in Kenya started to take off in the late 
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sixties and cut flowers are now the nation’s second largest source of foreign 
exchange in agriculture (after tea), providing employment to an estimated 
50,000 workers. Although there are an estimated 150 export flower farms in 
Kenya, a tendency can be seen towards concentration, with three-quarters 
of the exports supplied by about 25 large- and medium-scale operations 
(Opondo, 2002; Omosa et al., 2006). 

The Kenyan flower industry has been one of the favourite targets for cam- 
paigns both locally and in Europe demanding better environmental and 
social conditions. Since the 1990s, producers (particularly producers supply- 
ing EU retailers) have adopted a range of social and environmental standards 
(see also Riisgaard, 2007) and four local standard initiatives have emerged (all 
the Kenyan standards are named ‘codes’, so in the following codes and stan- 
dards are used interchangeably). The first local standards were launched 
by the Fresh Produce Exporters Association of Kenya (FPEAK) in 1996 and 
Kenya Flower Council (KFC) in 1998. KFC has about 50 members represent- 
ing more than 70 per cent of Kenyan flower exports. FPEAK has around 
70 flower exporters as members. Compared to KFC, which counts many 
of the largest flower growers, FPEAK caters more for medium- and smaller- 
size flower exporters (Thoen et al., 2000; www.fpeak.org). Both the FPEAK 
and KFC standards relate mainly to good agricultural practices but also 
cover environmental management and occupational health and safety of 
workers. 

In 2002, the Kenya Bureau of Standards (KEBS) launched the ‘KS1758 Code 
of Practice for the Horticulture Industry’. Although KEBS is a statutory organ- 
ization and the national standards body,” it did not develop the standard. 
The forces behind the establishment of the KEBS standard were FPEAK and 
KFC. Together they drafted a harmonized standard based on their own stan- 
dards. This document was handed over to KEBS, which merely corrected 
the format and sent it to the Standard Council for approval (interviews 
St2/St7/St8 2006). 

At the time of its approval (on Valentine’s Day 2002), local NGOs launched 
a public campaign criticizing the failure of existing social standards to pro- 
tect workers’ rights (Hale and Opondo, 2005). As a direct outcome of this 
critique, the multi-stakeholder Kenyan Horticultural Ethical Business Initia- 
tive (HEBI) was formed in 2003 and the HEBI code, which deals exclusively 
with social issues, was released (ETI, 2005; Hale and Opondo, 2005). The 
board of HEBI has representatives of NGOs as well as employers’ associa- 
tions (FPEAK and KFC) and individual producers (Hale and Opondo, 2005; 
www.hebi.org). In 2004, a second edition of the KEBS standard was approved 
(interview St7, 2006). The 2004 version was aligned to EurepGAP (now Glob- 
alGAP) and incorporates provisions on worker health, safety and welfare 
from the HEBI standard (KEBS, 2004). Both KFC and FPEAK have endorsed 
the HEBI standard. In the following sections the KFC and HEBI standard 
initiatives are examined in turn. 
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The Kenya Flower Council (KFC) code of practice 
Rules and genealogy 


In 1998, KFC was created by five of the largest farms as a reaction to a flurry 
of negative media attention in the UK and pressure from NGOs in Kenya as 
well as abroad (Hughes, 2001). The KFC standard was motivated by a wish 
to ‘clean up’ the image of the flower export industry and in this way accom- 
modate critical civil society voices, both locally and in buyer markets, while 
at the same time accommodating new retailer demands. The KFC code of 
practice details the standards to be met in environmental, social, health and 
safety and good agricultural practices by all KFC members. The authors of 
the standard are the KFC Council Directors, comprising eight financial and 
production managers of the major farms. The standard, now in its seventh 
edition, is based on European standards (particularly UK retailer standards) 
for good agricultural practices and social and environmental performance, 
but with references to Kenyan legislation. 

All KFC members have to comply with the KFC Silver standard within 
1 year and can choose to move up to the optional Gold standard there- 
after (interview St2, 2006). Members are mostly large Kenyan flower growers, 
while associate members are EU importers, UK retailers and Dutch auc- 
tions (Hughes, 2001; www.kfc.org). Apart from a yearly certification and six 
monthly surveillance audits, KFC also carries out unannounced audits in 10 
per cent of the member farms every year. The Silver standard is audited by 
KFC’s own auditors. However, due to changing demand from international 
buyers, since 1999, KFC audit procedures are evaluated by accreditation 
bodies that are qualified and recognized by the International Accreditation 
Forum, such as SANAS or BVQI (Hughes, 2001).¥ 


Integration, recognition and accreditation 


In June 2005, KFC became the first national growers’ association to 
achieve benchmark status with the EurepGAP (now GlobalGAP) Ornamen- 
tals Scheme (UNCTAD, 2007).'* After being awarded equivalence status to 
GlobalGAP, KFC started the process of aligning the KFC Quality Management 
System to ISO guide 65. This is necessary in order to be accredited to certify 
to internationally recognized standards such as GlobalGAP. If successful, this 
means that when certified to the KFC standard, members will for a small 
amount be able to become certified to GlobalGAP without further audit- 
ing (interviews St2/St4 2006, http://www.kenyaflowers.co.ke/audit.htm, 
accessed March 2008). 

In 2006, KFC reached a recognition agreement with the largest UK super- 
market chain, Tesco, which carries out an ongoing assessment of KFC’s 
standard and audit procedures in order to ensure that the procedures of 
the KFC standard are compliant with the Ethical Trade Initiative (ETI) 
requirements, which TESCO adheres to. Apart from these accreditation and 
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recognition agreements, KFC also cooperates with local standard initiatives. 
As mentioned earlier, KFC is a board member of HEBI and has together with 
FPEAK been the driver in establishing the KEBS standard. 

Integration with international and national standard initiatives through 
accreditation, recognition and cooperation has constituted an important 
tactic for KFC since its first code was drawn up in 1998. Alignment with 
international standards serves the purpose of keeping members up-to-date 
with buyers’ standard demands and thus helps members to remain compet- 
itive. At the same time, it makes the KFC standard more attractive (and less 
costly) to flower growers by offering a ‘one off’ audit (interview St2, 2006). In 
turn, this allows KFC to capture a larger chunk of the auditing and certifica- 
tion market. Alignment with international standards is moreover necessary 
to gain reputational recognition amongst buyers. 

KFC participates in HEBI at board level, thereby engaging at the institu- 
tional level with the NGOs, which have been the main critical voice in 
the country. This way, they accommodate critical voices both locally and 
abroad and are able to ‘contain’ some of the negative publicity (this is con- 
sidered in more detail in connection with the analysis of HEBI below). At 
the same time, the involvement with HEBI plays into the existing conflict 
between NGOs and unions in the sector. Thus, KFC effectively recognizes 
labour NGOs as preferred partners when discussing labour rights issues and 
social standards in the industry. 


Localization and relation to GVC governance 


While KFC founders had some autonomy in drafting the code, it was pow- 
erfully shaped by UK supermarket standards and audit procedures. Global 
institutions like the ILO and WHO have formulated the conventions that 
form the background for the writing of standards in the area of chemical use 
and labour standards. National level legislation informs many of the specific 
requirements laid out in the code, especially with regards to labour issues, 
but also on the use of chemicals (the standard demands relevant licenses, 
for example a license to store chemicals obtained by the Pest Control Prod- 
ucts Board and certificates from the Department of Health and Safety). UK 
legislation shapes the recommendations on other issues, like the storage of 
pesticides (Hughes, 2001; Kenya Flower Council code seventh edition). 

The KFC social standard to some extent represents a localization move 
due to its reference to specific parts of the national legislation. However, 
this is not unambiguously a process towards local sensitivity and empow- 
erment. On the contrary, the KFC initiative can be seen as a move towards 
alignment with international standards and audit procedures which focus on 
documentation and traceability and employ a technical checklist approach 
to measuring standard compliance. In this way the KFC standard, as most 
other PSSs, can be presented as a technical tool to achieve social compliance 
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based on outcome standards as opposed to a means of enhancing the process 
through which workers claim their rights. 

Both legislative governance (who makes the rules and how) and judicial 
governance (how compliance is assessed) of the KFC standard is strongly 
shaped by the demands of retailers. Furthermore, the standard in no way 
contests the power of large buyers in the value chain. In other words, what 
is agreed upon in the KFC standard is already accepted and increasingly 
demanded by EU flower buyers. Even though the standard initiative is local, 
it is shaped around the same managerial audit culture of buyer standards. 
The emergence of the KFC standard can therefore be seen as a move towards 
‘self-regulation’ by producers in developing countries, and in this way it 
plays into a general governance move towards more indirect forms of gov- 
ernance in buyer-driven value chains. By being local the standard is helping 
to avoid conflict through its ability to detect and address non-compliance 
and disputes at an early stage and in a continuous way. In this way the local 
standards can indirectly aid buyers in creating the necessary ‘back-up’ from 
critical voices both locally and in the buyer markets. 

Perhaps somewhat paradoxical is the fact that even though pressure from 
civil society at both ends of the value chains was influential in bringing 
about the KFC standard, civil society did not participate in standard setting 
and is not involved in monitoring. The realms of both legislative and judicial 
governance are exclusively confined to the largest producers and EU buy- 
ers (the most important of which are associate members of KFC).'° In this 
way, both smaller producers and all other stakeholders are excluded from 
this process as well as from implementation. So, even though the KFC stan- 
dard represents a localization move, the standard caters to business interests 
to the exclusion of the end-beneficiaries or organizations purporting to 
represent them." 


The Horticultural Ethical Business Initiative (HEBI) 
Rules and genealogy 


The HEBI code, released in 2003, draws on established African and interna- 
tional standards but resembles most closely the ETI Base Code. It includes 
provisions on child and forced labour, discrimination, regular employment, 
living wages, health and safety as well as freedom of association and the right 
to collective bargaining (www.hebi.or.ke/hebi-code.htm). However, what 
sets the HEBI standard apart from most other social standards are detailed 
instructions concerning implementation and auditing using participatory 
social auditing methods. This methodology is based on thorough partici- 
pation in the audit process by all groups of workers as well as unions and 
NGOs. The methodology includes as key elements the use of participatory 
interview techniques (such as, for example, focus groups or the use of drama, 
storytelling or problem ranking) and an ‘awareness day’ prior to the audit 
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involving both workers and management. The methodology also involves 
independent auditing and audit shadowing by (and consultation of) trade 
unions and NGOs (HEBI, 2005; HEBI, n.d.). The HEBI initiative thus falls 
within a tradition of focusing on PSS as a means of enhancing the process 
through which workers claim their rights. 

As mentioned, HEBI was a response to the perceived shortcomings in 
the PSSs that were introduced in the Kenyan industry from the mid-1990s. 
The NGO campaign publicly launched on Valentine’s Day in 2002 by the 
Workers’ Rights Alert (WRA - a loose coalition of workers rights NGOs)!® 
criticized the failure of these standards to protect workers’ rights. This cam- 
paign successfully raised public awareness in Kenya and highlighted the poor 
conditions for workers in the flower export industry. This was followed by 
an international conference in May 2002, which the UK-based labour NGO 
and ETI member Women Working Worldwide (WWW) attended. An increas- 
ingly large percentage of Kenyan flowers were being bought directly by UK 
supermarkets that signed up to the ETI initiative. Therefore, it was possible 
for WRA through WWW to use the procedure in ETI that enables NGOs or 
trade union members to report violations of the ETI code. The companies in 
question have an obligation to investigate the situation and take appropriate 
action. Following the ETI investigation in Kenya, the multi-stakeholder ini- 
tiative HEBI was formed and officially recognized in 2003 (ETI, 2005; Hale 
and Opondo, 2005). The board”? of HEBI include three NGO representa- 
tives, three employers’ associations (KFC, FPEAK and AEA - the Agricultural 
Employers Association) and three individual producers, with seats also avail- 
able for representatives of the Kenya Plantation and Agricultural Workers’ 
Union (KPAWU) (Hale and Opondo, 2005). 

So far, HEBI has resulted in the development of the HEBI social base code. 
HEBI has conducted pilot audits on ten farms and a secretariat has been 
set up using grants provided by ETI and other donors. HEBI offers special- 
ized training programmes in participatory social auditing to individuals and 
firms within the horticultural industry and has a pool of about 30 local social 
auditors who have been trained in the participatory social auditing method- 
ology. It is yet to be decided if and how certification to the HEBI code will 
be carried out in practice, but it has been decided that official audits against 
the HEBI code have to be authorized by HEBI and shadowed by auditors 
trained and approved by HEBI (www.hebi.org; interview St2/St3, 2008). It 
seems, however, that HEBI activities have been somewhat halting in the 
last few years. At the moment, activities are confined to occasional board 
meetings and maintaining an available pool of auditors trained in the spec- 
ified participatory methodology (interview St1/ St2/ St3, 2008). According 
to several board members, the performance and long-term viability of HEBI 
is questionable, particularly due to lack of funds since external donors have 
pulled out (interview St1/St2/M1/M8, 2006; St1/St2/St3, 2008). The HEBI 
secretariat, which previously had its own office and a project manager, is 
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now reduced to temporarily borrowing a room in the KFC office (interviews 
St1/St2/St3, 2008). 


Motivation and power — a stakeholder analysis 


As mentioned , HEBI was formed because - despite the existence of initiatives 
that address labour standards on cut flower farms — a number of workers’ 
rights violations persisted on these farms (ETI, 2005; interviews St3, 2008). 
The main problem seemed not to be the content of the standards, but the 
way in which compliance was assessed. At this time, many organizations 
were using their own auditors (leading to potential conflicts of interest par- 
ticularly regarding standards governed by industry associations), with little 
transparency or involvement of external, independent stakeholders. Addi- 
tionally, very few had established ongoing links with local trade unions and 
NGOs and none were using a participatory audit methodology (ETI, 2005).”° 

The mandate of HEBI was to develop a participatory social audit system 
that would be able to remedy these shortcomings while being acceptable 
to all stakeholders, including retailers in the North. HEBI was to develop 
detailed terms of reference for the audit of flower farms, raise funds to 
finance the audit process and appoint and contract independent auditors 
and approve the audit process (ETI, 2005; www.hebi.org). An important 
aspect of HEBI was at the same time to ensure dialogue amongst former 
adversarial stakeholders and contain damaging press coverage. The differ- 
ent stakeholders in the flower industry, however, had diverse and sometimes 
opposing motivations for participating (or not participating) in HEBI as well 
as diverging agendas for the desired performance of HEBI. The local stake- 
holders invited to participate in HEBI comprised trade unions, companies, 
industry associations and labour NGOs. Their agendas and stances will be 
discussed in turn. 

The Kenyan trade unions have never participated in HEBI and this has 
raised questions about inclusiveness and representation. But neither Kenyan 
stakeholders, nor ETI members, have been able to build contacts between 
the established trade unions and HEBI (ETI, 2005). This situation needs to 
be seen in the broader context of a highly problematic relationship between 
labour NGOs and unions, both purporting to represent workers. NGOs claim 
that since only 3400 (out of around 50,000) flower workers are unionized 
and since unions are tailored to service male permanent workers, they can- 
not adequately represent the flower workers (which are often female and 
non-permanent). Unions, on the other hand, contend that NGOs have no 
right to stand in as worker representatives in labour market conflicts. The 
NGO-union relation seems to have grown worse with the introduction of 
private social standard initiatives, because these cooperate with NGOs but 
rarely with the unions (Hale and Opondo, 2005; Riisgaard, 2008). COTU 
(the Central Organisation of Trade Unions) has categorically declined to fill 
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the seats available to them in HEBI due to the presence of labour NGOs 
(interview UN3, 2006; see also Riisgaard, 2007).?! The unions have chosen 
to position themselves against the initiative and thereby refuse to attribute 
legitimacy to it. Also, at the international level, the global union federa- 
tion representing agricultural workers’ unions (the International Union of 
Foodworkers and Allied — IUF) does not endorse the HEBI initiative. Accord- 
ing to the IUF Africa representative there are already too many standards; 
and the IUF has chosen to lobby for standard harmonization through the 
international Fair Flowers Fair Plants (FFP) initiative (interview Ex3, 2006). 

The rejection of HEBI by the Kenyan trade unions does not only mean that 
the trade unions are not represented in the HEB] initiative. It also means that 
when buyers, employers and employer associations choose to endorse the 
initiative, they at the same time play into the conflict between NGOs and 
unions and effectively recognize labour NGOs as preferred partners when 
discussing labour rights issues and social standards in the industry. 

As for producers and their organizations, HEBI was set up in a situation 
of heightened awareness of the significance of labour issues and this led 
several of the largest producers to immediately join the initiative (Hale and 
Opondo, 2005). Also, the industry organizations KFC and FPEAK were swift 
in joining and both endorsed the HEBI code. However, it remains unclear 
how (and if) this endorsement has any positive implications (interview St1, 
2006; St2/St3, 2008). For both the large flower farms and the industry asso- 
ciations, participation was strongly encouraged by their main UK buyers. In 
addition, public allegations in Kenya compelled producers to move beyond 
industry-centred solutions into dialogue and cooperation with their usual 
adversaries. The producers had an interest in silencing the damaging press 
coverage for which the labour NGOs were responsible. While this changed 
the traditionally conflictual relationship between NGOs and producers, at 
the same time it reinforced the conflict between NGOs and unions in the 
industry and, thus, to some degree reinforced the divide among worker 
advocates. Producer participation in HEBI plays a powerful legitimizing role 
and helps satisfy critical voices (both national and international). However, 
producers and producer organizations also have an interest in not yielding 
influence over business procedures to NGOs. Particularly there is an inter- 
est in not adopting practices that complicate auditing by being more costly, 
more time-consuming or which potentially lead to more profound changes 
in the relationship between employees and employers. 

Three labour NGOs participate in HEBI: Kenya Human Rights Commis- 
sion (KHRC), Kenya Women Workers Organization (KEWWO) and Workers 
Rights Watch (WRW). Although they differ in focus (KHRC focuses on 
human rights broadly, KEWWO focuses specifically on woman workers, 
while the focus of WRW is on workers in general), they all fight for the 
rights of workers and they have a tradition of being activist and very critical 
of the cut flower industry conditions as well as of existing social standards. 
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Through HEBI, they have tried to push local standard practice towards a 
more participatory framework by promoting participatory social auditing. 
But the HEBI initiative also yields other benefits for the participating labour 
NGOs. By getting the industry players to engage in HEBI, they have gained 
recognition and influence. In HEBI, they have an influential position as the 
only labour representatives and as industry watchdogs with connections to 
solidarity groups in consumer countries. Through HEBI, they engage the 
biggest business actors in the industry at board meetings and potentially 
gain access to part of the audit economy by conducting audits against the 
HEBI code and by offering training and awareness-raising activities. In this 
way they have managed to be accepted as relevant stakeholders that merit 
active engagement (although as we shall see, the active engagement seems 
to be diminishing over time). Thus, the labour NGOs can to some extent 
claim to have succeeded in influencing the local standard agenda. Kenyan 
NGOs thus actively play the standards agenda and the mechanisms inher- 
ent in social standard initiatives to gain influence. In getting the industry 
players to engage, the labour NGOs exploited their indirect connections to 
the market (through ETI members), as well as their ability to damage the 
local industry reputation. At the same time, they indirectly outmanoeuvred 
the trade unions. What they give in return for gaining influence is (relative) 
silence. 

An important aspect of HEBI concerns the aim to resolve problems thro- 
ugh dialogue, thereby diminishing critical media attention that damages 
the industry. All board members and observers have signed a confidentiality 
agreement which prohibits them (in their individual capacity) from releas- 
ing sensitive information such as audit results (Dolan and Opondo, 2005; 
interview NGO3/NGO4, 2006). According to several HEBI representatives, 
in practice this confidentiality is interpreted in different ways amongst the 
stakeholders. The first serious test of what business actors within HEBI had 
hoped would be an alliance for dealing with criticism (avoiding damaging 
press coverage) occurred in early 2006, when one of the NGO representatives 
on HEBI publicly criticized conditions on flower farms without notifying the 
board of HEBI (interviews, St2/St4/NGO3/NGO4, 2006). A board meeting 
was called immediately after to sort out the situation, and at this meeting the 
position of the NGO representatives (including the HEBI Chairman) was that 
if the board could not solve problems, then the NGOs would use other chan- 
nels, like the press, thereby retaining their activist leverage point (interviews 
St2/NGO3/NGO7, 2006). Another conflictual situation was being played out 
in 2008, where audits against the HEBI code carried out by the NGO Africa 
Now” were seen by civil society representatives of HEBI as being compro- 
mised because they had neither been authorized by HEBI nor shadowed by 
auditors trained and approved by HEBI. These allegations were the subject 
of internal discussions within the board of HEBI, but they were also commu- 
nicated to UK retailers and the ETI. In this way the NGO representatives of 


154  Localizing Standards Initiatives 


HEBI try to activate support and pressure from the buyer end of the value 
chain (interviews St2/St3, 2008). 

HEBI can thus be seen as an initiative where conflicting interests are at 
play and where the different stakeholders have different degrees and types of 
leverage. The labour NGOs exploit their indirect connections to the market 
(through ETI members) as well as their ability to damage the local indus- 
try reputation. In return for gaining influence, they award their (relative) 
silence. The trade unions in Kenya have not been able or willing to pull the 
lever of damaging the sector’s reputation abroad, and thus they have not 
proved as important for the flower producers to cooperate with (or to be 
seen to cooperate with). The more traditional source of trade union power, 
namely the threat of disrupting production, has not been employed by the 
Kenyan trade unions, whose members account for only around 6 per cent 
of the flower workers. Business actors in HEBI award legitimacy and influ- 
ence to former NGO adversaries by recognizing them as actors with whom 
to cooperate on social issues. However, as illustrated in the next section, in 
terms of standard content the flower producers only accommodate what is 
already expected by ETI member buyers, while at the same time they satisfy 
critical voices at home and in buyer markets by being seen to cooperate at 
an institutional level with critical local civil society representatives. 


Integration 


HEBI has chosen specific ways of promoting its standard. Like the other 
Kenyan initiatives, the strategy of integration has been particularly impor- 
tant, and all stakeholders seem to agree on the need to link up to other local 
standards. Particularly, efforts have been put into incorporating the HEBI 
standard into the KEBS standard (a government standard). The 2004 version 
of the KEBS standard does include the general provisions of the HEBI stan- 
dard, although with far less detail.” However, so far HEBI as an institution 
has been side-stepped in the process of standard creation and monitoring. 
Only the business associations (FPEAK and KFC) were involved in setting up 
the KEBS standard and, more importantly, the KEBS standard does not men- 
tion the participatory auditing procedures even though this can arguably be 
considered the most important aspect of HEBI. 

In discussions about private social standards, critical voices highlight their 
voluntary nature and advocate more mandatory measures, often via integra- 
tion with public regulation (for example, Utting, 2005). The incorporation 
of the HEBI standard provisions into the KEBS standard is an example of 
such a move. However, as the KEBS standard is neither a legal requirement 
nor (at the moment) monitored by government inspectors, this link with 
public regulation is largely symbolic.” KFC has made an agreement allow- 
ing them to audit compliance to the KEBS standard among KFC members. 
This means that among KFC members there is potentially some enforcement 
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of the KEBS standard — however, to the exclusion of HEBI as an institution 
and its participatory auditing methods. 

While the HEBI code has been endorsed by both FPEAK and KFC, 
it is unclear what this means in practice. It appears that the endorse- 
ment does not entail adoption of the participatory auditing methodologies 
developed by HEBI. Indeed, the auditing procedures of FPEAK and KFC 
remain modelled on international technical audit procedures, which are not 
participatory in nature. 

The KFC representative (when asked what it means in practice that KFC 
endorse the HEBI standard) explained that it means that they work with 
HEBI, they find it a suitable standard for the industry and in the KFC stan- 
dard they make reference to the HEBI code and say that it is a good and 
useful document (interview St1, 2008).> However, when talking to NGO 
representatives from HEBI and when looking at the KFC’s description of 
its auditing, it appears that adoption of the HEBI participatory auditing 
methodology is selective at best (interview St2/St3, 2008). On the website of 
KFC, there is no mention of any participatory techniques in auditing (such 
as for example focus groups or alternative interview techniques), an aware- 
ness day prior to the audit is not mentioned and no audit shadowing or 
consultation of trade unions or NGOs are included.”° The KFC does not con- 
sistently employ independent third-party auditing either. All these elements 
are included in the HEBI participatory auditing methodology (www.kfc.org; 
HEBI, 2005; HEBI, n.d.). Civil society representatives?” from HEBI claim that 
the current auditors of KFC have not been trained by HEBI (although KFC 
did send three auditors for training, these are not the ones currently listed 
as KFC auditors). According to them, KFC continues to employ a technical 
auditing method, where workers are asked a range of yes-no questions, and 
they have refused to use HEBI auditors to audit the social aspects of their 
standard (interview St2/St3, 2008). 

In sum, it appears that when the HEBI code is integrated into or endorsed 
by other standard initiatives it is to the exclusion of HEBI as an institution 
and to the exclusion of at least key aspects of the HEBI participatory auditing 
methodology. As mentioned, HEBI is currently not very active and has not 
lived up to the expectations of either donors or HEBI members (interviews 
St1/St2/St3, 2008). While the reasons for this are complex, according to civil 
society representatives some actors are trying to eliminate HEBI slowly by 
not using it, by being reluctant to participate in meetings and by saying 
that they endorse HEBI while in practice only adopting small parts of its 
code (interviews St2/St3, 2008). Lack of funds also seriously weakens the 
functioning of HEBI, and one could argue that multi-stakeholder initiatives 
inherently are prone to conflict and difficult to move beyond mere dialogue. 
Certainly participatory social auditing is inherently more complex and time- 
consuming than more technical social audits and therefore also more chal- 
lenging to implement. Another reason for the difficulties facing HEBI is that 
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in terms of private standards, social standards are not the only or even main 
concern to local producers. Particularly good agricultural practices are of 
uttermost importance if wanting to export; and this is reflected in the accred- 
itation or alignment to GlobalGAP of the KFC, FPEAK and KEBS standards 
alike. 


Localization, representation and GVC governance 


Critical voices have questioned the wider legitimacy of HEBI as a multi- 
stakeholder initiative (Dolan and Opondo, 2005; Hale and Opondo, 2005; 
Blowfield and Dolan, 2008). First of all, not all stakeholders are called to 
the bargaining table and it can be argued that HEBI represents a selected 
group of stakeholders to the exclusion of small- and medium-sized produc- 
ers, trade unions (although invited) as well as the workers themselves. As 
stated by Dolan and Opondo (2005, 95), ‘[i]Jn fact, workers are the most 
marginalised group of primary stakeholders within HEBI as it is assumed 
that their interests are adequately served by the civil society organisations 
representing them.’ The representation that is effected through the HEBI 
initiative is one of NGOs speaking on behalf of workers. One way that HEBI 
does seek to award some form of direct representation to the end benefi- 
ciaries is through the participatory auditing process but, as mentioned, this 
particular element of the HEBI initiative has found it hard to survive. 

In spite of this criticism, the HEBI initiative does represent a move towards 
greater sensitivity to local issues and inclusion of, and ownership by, local 
stakeholders, especially in comparison to KFC. The HEBI code has borrowed 
heavily from the ETI Base Code, but it also contains additional and more spe- 
cific clauses. For instance, it states that ‘pregnant and breastfeeding mothers 
shall not be assigned duties which would expose them, or their babies to 
risk’. It is also specific on sexual harassment as a form of discrimination, 
entitles three months of maternity leave and extends coverage to seasonal 
and casual labourers under the Compensation and Regular Employment 
sections (Dolan and Opondo, 2005; Hale and Opondo, 2005; www.hebi.org). 
The extension of coverage to the seasonal and casual labourers is particu- 
larly important and constitutes a significant improvement compared to most 
other standards in the industry. But most of all, it is the participatory social 
auditing techniques that means that HEBI is more than just a copy of exist- 
ing initiatives in the sector. Paradoxically, even though HEBI was initiated 
exactly because of deficiencies in the way compliance to social standards was 
assessed, participatory social auditing is precisely the element that does not 
seem to survive when the HEBI standard is endorsed or incorporated into 
other local initiatives. 

Seen from a GVC governance perspective, the HEBI initiative (even when 
including its participatory auditing principles) like most PSSs does not con- 
test the power structure of the retailer-driven GVC (such as for example 
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addressing buying practices which lead to and uphold adverse working con- 
ditions). What it does, however, is to indirectly offer retailers some safeguard 
against conflict, create necessary consensus and ‘back-up’ from critical voices 
locally (and in buyer markets) and, thus, present a means of governing at a 
distance. For local business, the participatory social auditing mechanisms 
represent a contested terrain, because the adoption of these methods is labo- 
rious and potentially leads to more profound changes in working conditions 
and employer-employee relationships. But as shown, this ‘obstacle’ seems to 
have been quite effectively circumvented by local inter-standard cooperation 
deselecting this particular element of the HEBI initiative. 


Conclusion 


In this chapter, I have analysed how PSSs are localized in the Kenyan cut 
flower industry and illustrated how this localization process reproduces 
existing power inequalities (both local and in the GVC). 

Analysing the legislative governance (who makes the rules and how) of 
the two Kenyan standard initiatives reveals a business association standard 
which is strongly shaped by international standards and demands from 
retailers. Although with references to local legislation, the KFC standard is an 
image of existing international standards and inclusion of local stakeholders 
is limited to larger producers. HEBI, on the other hand, does in several areas 
go beyond conventional international social standards and includes local 
civil society stakeholders (although workers are still not directly represented 
in the initiative). Through HEBI, civil society organizations have gained bet- 
ter access to workers in the industry and engaged in critical dialogue with 
business actors. At the same time, new forms of worker representation are 
legitimized through NGO advocacy. This may have positive implications 
for women workers and other marginalized groups. However, the conflict 
between NGOs and unions has intensified and the unions face challenges to 
their legitimacy as worker representatives and in relation to the traditional 
tripartite industrial relations structure. 

The judicial governance (the way compliance is monitored and assessed) 
of these standards has proved particularly contested and interesting, not 
least in relation to integration and inter-relations between local standards. 
While the KFC standard mainly employs a technical audit methodology, 
HEBI employs participatory social auditing methods; and this is where HEBI 
distinguishes itself from other Kenyan standard initiatives. The KFC initia- 
tive can be seen as a move towards alignment with international standards 
and audit procedures that focus on documentation and traceability and 
employ a technical audit approach to measuring standard compliance. Thus, 
the KFC standard falls within a tradition of seeing PSSs as a technical tool 
to achieve social compliance based on outcome standards as opposed to a 
focus on PSSs as a means of enhancing the process through which workers 
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claim their rights (as advocated by HEBI). In other words, one could say that 
the way quality (in relation to social concerns) is defined, differs substan- 
tially between civil society actors focusing on process rights and commercial 
actors focusing on outcome standards. In the ongoing negotiation of the 
HEBI initiative this tension is reflected most clearly in the fact that when the 
HEBI standard is integrated into, or endorsed by, other local standard initia- 
tives it is to the exclusion of HEBI as a multi-stakeholder institution as well 
as key aspects of the HEBI participatory auditing methodology - the main 
vehicle through which process rights are promoted. 

The analysis provided in this chapter shows how stakeholders entered 
HEBI with different agendas and different power leverages. These power 
asymmetries to some degree determine what issues are negotiated and whose 
interests count; and partly explain why it is the participatory social audit- 
ing method that seems not to have endured cooperation and integration 
with other Kenyan standard initiatives. In these processes of integration and 
endorsement, existing power relations are reproduced. Seen in this light 
participating in multi-stakeholder dialogue with conventional adversaries 
comes cheap for the Kenyan producers. 

Placing the local standard initiatives in the context of GVC governance 
illustrates how local standard initiatives can be seen as indirectly playing 
into the governance agenda of retail buyers. First of all, the standards are not 
contesting the power of retailers. Secondly, by reinforcing demands already 
posed by retailers the standards constitute a move towards ‘self-regulation’ 
by producers in developing countries. Thirdly, by being local the standards 
are helping to avoid conflict through their ability to detect and address 
non-compliance and disputes at an early stage and in a continuous way. 
In this way local standards can aid buyers in assuring producer compliance 
to social standards. Lastly, local standards, particularly multi-stakeholder 
standard initiatives, can enable consensus and cooperation while securing 
against conflict and criticism (by critical voices locally and in buyer mar- 
kets) which could potentially disrupt sales. In this way the localization of 
standards can be seen as indirectly playing into the governance agenda of 
buyer-driven value chains, where the lead firms now endorse (and at times 
actively promote) local standard initiatives not least because they offer bet- 
ter insurance against conflict, create necessary consensus and ‘back-up’ from 
critical voices locally and in buyer markets and present an effective means 
of governing at a distance. 


Notes 


1. Southern multi-stakeholder initiatives in the field of labour codes of practice in 
Africa include the Wine Industry Ethical Trade Association (WIETA) in South 
Africa, the Agricultural Ethics Assurance Association of Zimbabwe (AEAAZ) and 
the Horticulture Ethical Business Initiative (HEBI) in Kenya. 
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. The Chief Executive Officer of KFC as well as three board members from the HEBI 


were interviewed by phone in May 2008. Various documents concerning HEBI 
were also reviewed in 2008. All other interviews were conducted in 2006. For 
interview codes and a list of how interviews were distributed, see table below: 


Union officials, national level and district 9 


level (UN) 
Union officials, farm level (UF) 6 
Representative from works councils, joint 5 
bodies or other worker committees (Wc) 
Farm management (M) 17 
NGOs (NGO) T 
Standard representatives (St) 11 
Experts (Ex) + 


Total 59 


. ‘Lead firms’ refer to a group of firms in one or more functional positions along a 
value chain who are able to ‘drive’ it. 

. The distinction between buyer- and producer-driven chains describes only one 
aspect of governance. GVCs can actually move from one category to the other 
(Ponte, 2008). Furthermore, actors external to the chain can have an impor- 
tant say in how a GVC is governed — these actors can be NGOs, trade unions, 
‘experts’, certification bodies and/or providers of support services (see Herod, 
2001; Riisgaard, 2007; Coe et al., 2008; Ponte, 2008). 

. ‘Drivenness’ is a measure of power and describes degrees of capability to deter- 
mine the functional division of labour along the value chain, to set quality and 
other demands, and to dictate the terms of participation or exclusion, as well as 
the distribution of rewards from participation (Raikes et al., 2000; Ponte, 2008). 
The degree of drivenness can differ significantly ranging from highly driven GVCs 
to GVCs that are not driven. 

. The Dutch auctions basically function as a distribution centre, absorbing large 
quantities of flowers that are re-packed and sold to buyers from all over the world. 
. A participatory approach to codes of labour practice puts greater emphasis on 
involvement of workers and workers’ organizations in the process of standard 
implementation and assessment. It is based on partnerships between different 
actors (companies, trade unions, NGOs and preferably governments) in devel- 
oping a locally sustainable approach to the improvement of working conditions. 
This approach is sensitive to uncovering and thus addressing more complex issues 
such as gender discrimination and sexual harassment. A participatory approach 
can be developed at different levels. At a minimum, it involves the use of partici- 
patory tools in the process of social auditing. At its broadest level, it involves the 
development of local multi-stakeholder initiatives forming an independent body 
able to oversee implementation and monitoring (Auret and Barrientos, 2004). 

. The ETI is a UK initiative to promote and improve the implementation of cor- 
porate codes of practice which cover supply chain working conditions. It was 
developed in 1998 by a consortium of companies, trade unions and NGOs. Super- 
market members of the ETI are: ASDA, the Co-Op Group, J Sainsbury, Marks & 
Spencer and Tesco. They are applying codes to all their ‘own brand’ products, 
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10. 


11. 
12. 


13; 


14. 


15. 


16. 


17; 


18. 


19. 


20. 


including fresh produce. ETI has a base code and provides a generic standard for 
labour practices. All corporate members are required to submit annual progress 
reports on their code implementation activities (ETI website, 2008). 


. This estimate is based on figures from the Flower Label Programme (which has a 


3 per cent market share in Germany) as well as on estimates provided by repre- 
sentatives from Fairtrade Labelling Organization and Union Fleurs (interviews 7 
and 19, 2008). 

www.fairflowers.net/flowers.html accessed July 2008. The forecast potential of 
FFP is based on a rapid increase in FFP participants (with a 414 per cent increase 
from 2007 to 2008). FFP listed 3587 participants in October 2008. Of these, 165 
were producers, 235 traders and 3187 sales outlets. The forecast is also based on 
the following: FFP certified products can be traded through the Dutch auction sys- 
tem; and FFP is backed by very influential industry actors (Flower News 12, 2008). 
Data from UN COMTRADE, HS 2002, product category 0603. 

KEBS develops and acts as custodians of Kenyan standards (like, for example, 
the Diamond seal of product quality excellence) but KEBS also certify to system 
standards like ISO 22000-2005, ISO 9000-2000, ISO 14000 and HACCP (inter- 
view St7 2006, and-http://www.epzakenya.com/UserFiles/File/Presentation%20by 
%20KEBS%20-%20Mr%20Masila.pdf date accessed 20 August 2007). 

The Gold Standard audit is carried out by an independent third-party auditor like 
BVQI or SGS (www. kenyaflowers.co.ke/). 

The KFC silver standard has the status of a provisionally approved standard 
i.e., a standard that has already completed the benchmarking procedure). All 
benchmarking documents have undergone the assessment process and have been 
acknowledged as a GlobalGAP equivalent. The corresponding benchmarking 
agreement has already been signed. The only missing link here is the formal 
accreditation of the responsible certification bodies (http://www.globalgap.org/ 
cms/front_content.php?idcat=31 accessed March 2008). 

KFC had provisional recognition as of September 2006 but it is unclear whether 
this is still in effect (http://www.kenyaflowers.co.ke/audit.htm date accessed 
March 2008). 

Associate members are: Aalsmeer Flower Auction BV, Agrotropic AG, East African 
Flowers BV, Flora Holland, Flower Plus Ltd, K. N. Airlink, Marks & Spencer PLC, 
Omniflora Blumen Centre GmbH, Sainsbury’s, Tesco, World Flowers Ltd and Van 
Beek Bloemen BV (http://www.kenyaflowers.co.ke/members/associates.php date 
accessed 17 July 2007). 

The lack of civil society involvement can be partly explained (but not excused) 
by the fact that it is primarily a technical code with social additions rather than a 
social code per se. 

The WRA coalition consists of Kituo Cha Sheria (a legal rights NGO pursuing 
individual and group worker cases in civil courts), Kenya Human Rights Com- 
mission (KHRC), Kenya Women Workers Organisation (KEWWO) and Workers’ 
Rights Watch (WRW) (interviews NGO3/NGO4, 2006). 

The board members are: KFC, Homegrown, FPEAK, Workers’ Rights Watch 
(WRW), Kenya Women Workers’ Organisation (KEWWO), Karen Roses, Kenya 
Human Rights Commission (KHRC) and Shera Agency (via Martin Ole Kamwaro), 
also representing the Agricultural Employers’ Association (AEA) (Interviews St1/ 
St10, 2006). 

Examples of problems listed in the ETI report from 2005 include: workers 
unaware of their rights, very few workers selected for worker interviews, workers 
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22. 


23. 


24. 


25. 


26. 


27. 
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interviewed in the presence of management, little contact between auditors and 
local trade union and NGO representatives, only permanent workers interviewed 
and too few female auditors (ETI, 2005). 

In late 2005, COTU agreed to nominate a representative to the board (the deputy 
secretary general). However, in practice the unions have never attended any 
meetings (interview St1/UN1/UN2, 2006). 

The three NGOs represented on the HEBI board have a very activist approach, 
while Africa Now (an NGO observer to HEBI) has become more substantially 
involved in the economy of social auditing in close cooperation with business. 
The UK-based ETI member Africa Now has an ‘Ethical Business Services unit’ 
that offers ethical audits to businesses (www.africanow.org). They have conducted 
audits for amongst others Finlays and Homegrown. 

For example, the KEBS standard does not recommend 3 months maternity leave 
nor spell out how regular employment shall be provided (KEBS 2004). 

It is unclear how widely the KEBS standard has been implemented (interview 
St7/St8, 2006). 

Asked about the participatory auditing methodology developed by HEBI, the KFC 
representative explained that they endorse all of HEBI, including the participa- 
tory methodology. In practice, for example, they require gender and health and 
safety committees on the farms and this, according to the representative, facili- 
tates participatory auditing. Furthermore, the KFC auditors have been trained by 
HEBI. Unfortunately, I was not allowed to see the KFC auditing procedures since 
these are regarded as internal documents (interview St1, 2008). 

At the time of fieldwork in 2006, there was no audit shadowing or consultation 
of trade unions or NGOs. 

Two out of three representatives were interviewed (the third NGO representative 
had only just started and was not interviewed). 
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Food Safety Standards and Fishery 
Livelihoods in East Africa 
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and Zena Mpenda 


Introduction 


The export fishery industry in East Africa has experienced a number of 
important challenges over the past two decades, most dramatically those 
associated with the new generation of food safety standards imposed by 
Northern countries.’ Closely associated with this has been the challenge 
of increasing competitive pressures in global fish markets. The combined 
effect of these challenges might seem likely to marginalize weaker economic 
players in the sector, including small businesses, artisanal fishers and boat 
owners. In fact, this has not occurred. 

Because of the EU’s so far restricted interpretation of what stages in the 
value chain need to implement HACCP requirements in full, the most 
important of the East African fisheries (that for Nile Perch from Lake Vic- 
toria) has remained predominantly artisanal. However, HACCP has had to 
be applied in full at all stages of the chain from the lakeshore forward (land- 
ing sites, processing plants, post-process handling and transport). Successful 
conformity at these stages of the chain means that the riparian countries 
remain a part of the global fish value chain into the EU. The current situation 
is therefore that the artisanal part of the chain benefits from participa- 
tion in a demanding global value chain without having incurred radically 
increased costs. 

Nonetheless pessimistic views concerning the development of the fishery 
still dominate the public debate. On the one hand, there is the viewpoint 
which maintains that the new generation of food safety standards have been, 
are and will always remain a barrier to high-value agro-food exports from 
this and other low-income regions (see for example Rahman, 2001; Otsuki 
et al., 2001; Zaramba, 2002; Wilson and Otsuki, 2003). On the other hand, 
there is the view that where exports do continue, this is associated with 
highly skewed benefits, such that around the Lake deterioration occurs in 
living standards, the environment and even in food security. This position is 
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taken by Jansen (1997), Abila (2000) and Bokea and Ikiara (2000), although 
it is most comprehensively incarnated in the award-winning documentary 
Darwin’s Nightmare.” 

The position outlined in this chapter is more in line with that of Buzby 
(2003), Unnevehr (2003) and Jaffee and Henson (2004) who argue that 
emerging food safety standards work as a catalyst for modernization and 
contribute to the creation of competitive advantages, resulting in increases 
of exports as well as improvements in the livelihoods of local communi- 
ties. They further conclude that the picture for developing countries as a 
whole is much less pessimistic than that widely presented by the standards- 
as-barriers perspective. The twist in our own argument is that livelihoods 
improve much more generally where, as on Lake Victoria, standards are not 
only complied with but are implemented in ways that preserve the inclu- 
sion of small-scale producers in export chains (cf. Namisi, 2002b; Odongkara 
et al., 2005; Henson et al., 2005; indirectly, Geheb et al., 2008?). 

This argument is supported here by showing the generally superior liveli- 
hood conditions pertaining for participants in the artisanal segment of the 
Nile Perch global export chain — as opposed to participants in other fishery 
chains also based on Lake Victoria but not linked to global markets through 
conformity with EU food standards. The former situation represents one of 
inclusive conformity to EU market access requirements while the latter rep- 
resents one that is also inclusive, but where there is no global market access. 
It needs to be emphasized from the outset that ‘other fishery chains’ include 
some strands of the Nile Perch chain itself, which are oriented to domestic 
rather than global consumption. 

The argument is demonstrated using evidence from a survey conducted in 
2006 on the Tanzanian shores of Lake Victoria, with a total sample size of 522 
(generating 484 usable responses). The sample was made up of participants 
in both the Nile Perch and other Lake Victoria fishery value chains, includ- 
ing those indirectly employed such as boat-builders, net-menders, cooks in 
fishing camps, porters and transporters. The sample’s breakdown by cate- 
gory of operator and fishery is given in Table 8.2. In addition, interviews 
were conducted with key informants including Fisheries Department offi- 
cials and leaders and members of Beach Management Units. Data has been 
analysed using a ‘Livelihoods Analysis and Change in Net Income (CNI)’ 
approach (cf. Ellis, 2000). This takes household-level income and household 
livelihood portfolios as its units of analysis. Thus, unless indicated other- 
wise, all data presented in the chapter refers to income or expenditure at the 
household level. 

The second section of this chapter provides an overview of the develop- 
ment of the Nile perch value chain in East Africa since the 1980s. The third 
section presents a detailed account of household-level assets, income portfo- 
lios and incomes for participants in the different Lake Victoria fishery chains. 
The final section concludes. 
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The development of the Nile perch value chain in East Africa 


In the early 1980s the Nile Perch fishery on Lake Victoria was of sec- 
ondary economic significance to those for other species such as Tilapia, 
Haplochromis and Dagaa (Rastrineobola argentea). It was based on the 
lakeshore alone and characterized by low levels of fishing effort and low lev- 
els of asset concentration. On landing from artisanal craft, fish were mostly 
sold by boat owners to small-scale shore-based processors, who smoked or 
dried the fish whole before selling it on to traders from the immediate region 
or from markets in urban centres in Tanzania. A small part of output was 
exported in a whole sun-dried form to other countries in the Great Lakes 
region. The value chain in this period is depicted in Figure 8.1. 

The fishery began to change following an apparent large biomass increase 
in the late 1970s and early 1980s and rising demand for white fish fillets 
in the EU following the depletion of the North Atlantic cod fishery. These 
factors drove the emergence of fish processing factories, mainly owned by 
Kenyans, and an increase in the volumes of Nile perch traded in distant 
export markets. With these changes, the volume of fish going into the 
domestic market declined but exports of sun-dried fish to neighbouring 
countries also increased. 

The emergence of the factories and the global export trade set in motion 
a series of far-reaching changes in the organization of the fishery. In con- 
trast with developments in other sectors in Tanzania these proceeded rapidly, 
aided by the fact that the sector had never been subject to state ownership or 
detailed market regulation. Firstly, the factories contracted boat owners and 
collectors to fish on their behalf, supplying them with gear and boat engines. 
Secondly, there were new entrants to the boat owner category including 
local businessmen and former civil servants and politicians. Correspond- 
ingly, several ‘large fishermen’ owning between 30 and 90 artisanal craft 
emerged by the mid-1990s. Thirdly, fishing effort increased, as did competi- 
tion between the factories and thus prices (which reached about US$0.80/kg 
on the Lake around the same time). As the number of vessels fishing for 
Nile Perch rose, the larger motorized fishing fleet owners moved offshore, 
setting up camps on the islands on the Lake to exploit untapped resources. 
Alongside these changes emerged new categories of specialist labour serv- 
ing the fishery. Besides boat builders, who had always existed, Nile Perch 
fishing camps came to include net-menders, mechanics, cooks (sometimes 
doubling as prostitutes) and even operators of radio and sonar equipment 
(Gibbon, 1997). 

On the shore, traditional artisanal Nile Perch processors were marginal- 
ized from the trade and shore-based artisanal processing became confined 
to fish that, for one reason or another, could not be sold to the facto- 
ries. Meanwhile, new categories of artisanal processor emerged who bought 
and re-processed waste materials discarded by the factories. In addition a 
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Figure 8.1 The Nile perch value chain in East Africa before the start of exports 


specialist and higher-value trade in dried Nile Perch gas bladders (mabondo) 
emerged — destined for the Far East market (Gibbon, 1997). 

Further changes in the value chain occurred after the intermittent import 
bans of fish and fishery products from East Africa by the European Com- 
mission between 1997 and 2000, requiring Lake Victoria riparian countries 
to adopt more stringent food safety standards (see Chapter 9 for details). 
In particular, the factories were compelled to invest in new infrastructure 
and quality management systems. While as a result their numbers shrank, 
those that remained were larger and better capitalized. Other segments of 
the chain experiencing forced upgrading were fish collection and transport 
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from fishing sites to the factories. Related to this, some new institutions were 
established (for example Beach Management Units). 

Nonetheless, the artisanal character of the fishery was preserved through- 
out the entire period. This was partly because of regulation by the Tanzanian 
government banning trawling from the Lake (said to have been enacted in 
order to obtain UNEP funding) and partly because the factories saw little 
reason to incur the heavy investment costs entailed by trawling while the 
artisanal fishery functioned reasonably smoothly. 


The Nile perch value chain today 


Today’s Nile perch value chain in the riparian states of Lake Victoria is a com- 
plex system with three main strands, all of which however share a common 
artisanal fishing base (Figure 8.2): 


e Localized trading within the Lake zone and markets in other parts of the 
riparian states; 

e Cross-border trade between the riparian states and neighbouring coun- 
tries, for example Zambia, Sudan and the Democratic Republic of Congo 
(DRC); and 

e Global exports to the EU and other developed countries’ markets as well 
as the Far East and Middle East. 


Tanzanian actors in the Nile perch global export value chain can be grouped 
under the following major categories: 


e Fishers or crews and fishing boat owners or operators who catch fish and 
deliver them to the landing sites; 

e Factory agents and their assistants or independent collectors, who pur- 
chase fish at the landing sites for delivery to the processing plants; 
Artisanal processors; 

Mabondo collectors and traders; and 
Workers in and owners of the processing plants. 


The last of these categories will not be discussed in this chapter. A brief 
description of the other four categories is provided below. 


Fishers and boat owners 


A majority of boat owners sell their landed catch at a home beach close to 
where they are settled or camped. Fishers and crews constitute a mixture 
of local people living in the villages close to the landing sites and migrants 
from distant areas. Most fishers more or less permanently operate from the 
same camps. A few of those surveyed (4 per cent) shifted their camps away 
from their main base in April to October (the season of low catches) before 
returning during the rainy season, which coincided with the period of high 
catches (that is, from October or December to February or March). 
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Figure 8.2 The contemporary Nile perch value chain in East Africa 


Most boat owners, especially those owning more than a handful of boats, 
are tied to individual factories through contracts interlocking credit for nets 
and engines with delivery of fish. However, it appears that ownership of 
artisanal craft has become less concentrated over the last decade. This may 
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be related to the liberalization of other sectors of the Tanzanian economy 
and a resulting growth in alternative investment opportunities. 


Nile perch agents and collectors 


The value chain for fresh Nile perch involves either the direct supply of fish 
by fishers and boat owners to factory agents or (for a smaller part of the 
catch) via independent collectors. Most factory agents are provided with a 
truck (usually a four ton one) by the factories they enter into contracts with. 
Using their own capital, they then buy Nile Perch. They normally employ 
supervisors or sub-agents (both men and women) responsible for most of 
the ‘front-line’ collection of Nile perch, both from the factory’s tied vessel 
owners and from anyone else they can buy from. 

Independent collectors are actors with varying scales of operation, includ- 
ing shore-bound small-scale collectors (famously known as machinga on the 
Tanzanian side of the Lake), as well as those who use either their own or 
hired fish vans or small collector boats with ice containers and sell directly 
to the processing factories. 


Processors and sellers of Nile perch rejects and remains 


Nile perch catches that are not exported (factory rejects, small fish or fish 
remaining when a collector fails to buy) are either traded locally in a fresh 
form or artisanally processed. Two basic artisanal processing methods for 
Nile perch were reported. The first was smoking, for 8 to 16 hours under a 
papyrus mat in multi-rack kilns built of earth and usually set over a mound, 
to produce sangara moshi or vibambara vya sangara. This type of processed 
fish is mostly traded within Tanzania. The other method is dry-salting to pro- 
duce kayabo (dried salted steaks). This type of fish is mostly traded in African 
export markets, particularly eastern DRC. Frying of fresh fish is practised to 
some extent for Tilapia but seldom for Nile perch. 

Since large-scale factory production has emerged, a large number of people 
are also engaged in purchasing, processing and selling Nile Perch remains, 
either the frame or skeleton (mgongo wazi) or the head, famously known 
as punki. These products are mostly traded in Northwest Tanzania only. 
This processing largely occurs in urban areas, rather than near to the main 
landing sites. 


Mabondo collectors and traders 


Mabondo (see above) is also processed and exported. It is believed that some 
factories extract it from the whole fish that they purchase and export it 
direct. Persons touring the camps and buying from processors of reject fish 
or from camp cooks also collect Mabondo. Other collectors simply stay in the 
main settlements and hang fliers reading ‘mabondo bought here’ on their 
huts. Some of the larger collectors are agents of specialist export companies 
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and either work for a commission on capital advanced by these companies 
or supply mabondo in part-repayment of personal loans from the exporter. 


Livelihood dimensions 


The concept of livelihood is widely used in contemporary writings on 
poverty and rural development, but its meaning may appear elusive, either 
due to vagueness or to different definitions being encountered in different 
sources. Its dictionary definition is a ‘means to a living’, which straight- 
away makes it more than merely synonymous with income since it directs 
attention to the way in which a living is obtained, and not just the net 
results in terms of income received or consumption attained. A popular aca- 
demic definition is that provided by Chambers and Conway (1992) wherein 
‘a livelihood comprises the capabilities, assets (stores, resources, claims and 
access) and activities required for a means of living’. The term ‘capabilities’ 
in the foregoing definition refers to a combination of capacities that indi- 
viduals need to realize their potential (that is to be adequately nourished, 
educated and free of illness) and conditions that allow them to do so (that 
is, to exercise choices, develop skills and experience, participate socially and 
so on) (Sen, 1997). 

In this chapter, we use the definition provided by Ellis (2000), wherein 
a livelihood ‘comprises the assets (natural, physical, human, financial and 
social capital), the activities, and the access to these (mediated by institu- 
tions and social relations) that together determine the living gained by the 
individual or household’. According to Ellis (2000), the terms ‘livelihood’ 
and ‘income’ are not synonymous but they are inextricably related, since 
the composition and level of individual or household income at a given 
point in time is the most direct and measurable outcome of the livelihood 
process. Using Ellis’s definition, livelihood dimensions of participation in 
the Nile Perch global export chain are examined by comparing the asset sta- 
tus, livelihood portfolios and incomes of actors in this chain (that is, a with 
inclusive compliance scenario) with those of actors who are in other strands 
of the Nile perch chain or other fishery chains entirely (that is, a without 
compliance scenario). 


Asset ownership and livelihoods in Lake Victoria 


Current understandings of poverty place considerable emphasis on the own- 
ership of, or access to, assets that can be put to productive use. These 
thus serve as building blocks, by which the poor can find ways out of 
poverty (Moser, 1998; World Bank, 2000). In this respect, successful asset 
accumulation is of special interest since it should allow greater and more 
sustainable movement away from poverty. This may involve ‘trading-up’ 
assets in sequence (for example, from goats to cattle to fishing gears; or, 
cash from fishing to farm inputs to higher farm income and then to land or 
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to livestock). High asset holdings reduce vulnerability and are based upon 
paths of accumulation that strengthen livelihoods over time. The findings 
presented here illustrate the extent in the Tanzania case to which such pro- 
cesses have emerged, for actors in the Nile perch global export fishery and 
for those in other fisheries on Lake Victoria. 

Table 8.1 reports values for fishing assets, land area, livestock holdings, 
human capital and other assets owned by the households of fishers and crew 
and boat owners in the Nile perch export and other fisheries. Most of the dif- 
ferent asset categories referred to in the table are self-explanatory but notes 
are necessary on those referring to human capital and ‘other assets’. The first 
human capital variable, ‘average years of schooling’ refers to the household 
member interviewed only. The other human capital variable, ‘adult labour 
equivalent’ is a percentage referring to total adult labour equivalents as a 
proportion of all household members (counting adult males and females 
aged 15-60 as 1, males over 60 years as 0.67, females over 60 years as 0.60 
and children aged 10-14 as 0.25). ‘Other assets’ refers to the aggregate value 
of all cars or motorbikes, bicycles, farm equipment, radios, television sets, 
furniture and cooking utensils owned by the household. 

The results in Table 8.1 show that households of participants in the Nile 
perch export fishery have assets of consistently higher value than those of 
participants in other Lake Victoria fisheries. These differences are significant 
at a 95 per cent level in most cases. Households of participants in the Nile 
perch export fishery have roughly double the level of fishing assets by value 
than others, and roughly 50 per cent more land. Households of boat owners 
in the Nile perch export chain also have significantly greater human capital 
assets than their counterparts. 

From a poverty perspective, it is also important to understand how assets 
are distributed between different participants’ households within the same 
fisheries. As is clear from Table 8.1, households of boat owners have sig- 
nificantly higher asset holdings than those of fishers and crew for all asset 
categories and across all Lake Victoria fishery chains. The remainder of 
this section presents more detailed findings on household asset ownership, 
reporting results for additional categories of participants both in the Nile 
perch global export chain and in other chains. 

Figure 8.3 shows that household fishing assets of the category of collector 
most integrated into the global export chain, namely those with fish vans, 
have more than six times the value of those owned by small-scale shore 
bound collectors. 

Turning to household land assets, Figure 8.4 further indicates that house- 
holds of those categories of operator most closely integrated into the Nile 
perch global export chain (factory agents, owners of boats integrated into 
factory delivery systems, collectors with four-ton vehicles and collectors 
with motorized vessels) have the greatest assets. Exactly the same pattern is 
repeated for household ownership of ‘other assets’ (Figure 8.5). However, this 


Table 8.1 Mean value of household assets (Tsh) of participants in the Nile perch export and other fisheries. (Average exchange rate 
2006: US$1 = Tsh 1286, www.oanda.com.) 








Type of asset Value of asset Mean difference Mean value for 
pooled sample 
Nile perch export Other fisheries 
N Value N Value 

Fishing assets (Tshs): 

Fishers and crews 134 25,005 29 12,753 12,2527 21,612 

Boat owners 17 2,703,298 74 1,033,500 1,669,798" 2,240,892 
Land owned (ha): 

Fishers and crew 134 2.4 29 1.7 0.7* 1.88 

Boat owners 17 3.5 74 2.8 0.68* 2.88 
Land cultivated (ha): 

Fishers and crew 134 1.9 29 1.4 0.5013* 1.65 

Boat owners 17 3.8 74 1.8 2.0011* 2.8 
Livestock holdings (TLUs): 

Fishers and crew 134 1.3 29 1.2 0.0998* 13 

Boat owners 17 3.7 74 3.8 —0.1006 3.7 
Human capital (average years of schooling) 

Fishers and crew 134 4.3 29 4.2 0.0656 4.2 

Boat owners 17 6.8 74 6.1 0.6879* 6.6 
Human capital (% adult labour equivalents) 

Fishers and crew 134 51.1 29 51 0.1028 51.1 

Boat owners 17 68.4 74 62.3 6.1002* 66.7 
Other assets (Tshs): 

Fishers and crew 134 398,800.00 29 345,677.00 $3,122 384, 089.00 

Boat owners 17 1,172,460.00 74 776,347.00 253,013 1,077, 568.00 


Note: Test of significance: Independent samples t-test. Key: *Significant at P < 0.05 level. *Significant at P < 0.01 level. 
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Figure 8.3 Mean value of household fishing assets, Nile perch collectors (for exchange 
rates see Table 8.1) 
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Figure 8.4 Mean household land holdings, Lake Victoria fishery participants (for 
exchange rates see Table 8.1) 


pattern is not repeated with the same consistency in relation to household 
livestock ownership (Figure 8.6) and not repeated at all in relation to mean 
household human capital endowments, where there is only slight variance 
between categories (Figure 8.7). 


Reuben M.J. Kadigi et al. 173 





Boat owners (with compliance scenario) 








Boat owners (without compliance scenario) 





NP Collectors with fish van 











NP Collectors with motorized canoe 








NP Small-scale shore bound collectors 





Artisanal processor (NP) 











Artisanal processors (other species) 











Factory agents (NP) 





Assistants of Factory agents (NP) 








Traders — local markets 





Traders — interregional markets 











Service providers 








Mabondo collectors [E 





Punki sellers 














0 500,000 1,000,000 1,500,000 2,000,000 2,500,000 3,000,000 3,500,000 4,000,000 
Tshs 


Figure 8.5 Mean value of households’ other assets, Lake Victoria fishery participants 
(for exchange rates see Table 8.1) 
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Figure 8.6 Mean household livestock holdings, Lake Victoria fishery participants 


Summing up, it is clear that households with members most closely inte- 
grated in the Nile perch global export chain are generally more likely to 
have greater asset holdings than those less closely integrated in this chain 
(for example, service providers), those participating in other strands of the 
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Figure 8.7 Mean household adult labour equivalent level, Lake Victoria fishery 
participants 


Nile perch chain (artisanal processors, sellers of punki and mabondo col- 
lectors) and those participating in other fishery chains entirely. On the 
other hand, it is not possible to say whether this finding is reporting a 
cause or an effect of participation in the Nile perch global export chain 
(or both). 


Livelihood activities and net income portfolios of fishery actors 


Although activities within fisheries dominate the net income portfolio of 
fishing households, households follow livelihood strategies that include 
farming and micro-enterprises. Diversification is a key feature of livelihood 
strategies in rural areas in the developing world, being defined as the process 
by which rural families construct a varied portfolio of activities and social 
support capabilities in order to survive and improve their standards of living 
(Ellis, 1998). This helps them reduce the risk of losing all income sources 
simultaneously as a result of climatic, economic or other shocks (Ellis, 2000; 
Start, 2001). 

The livelihood activities and net income sources of actors in the Nile perch 
and other fishery chains in the Tanzanian part of Lake Victoria are presented 
in Figures 8.8-8.11. As the figures show, farming (crop and livestock pro- 
duction) accounts for a mean 10-22 per cent of household net income, 
depending upon whether these households included members that were 
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Figure 8.8 Net income portfolio for Nile perch fishers and crew 
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Figure 8.9 Net income portfolio for fishers and crews in other fisheries 


fishers or boat owners and upon which fisheries chain these activities were 
carried out in. The figures also show that specialization in fishing activity is 
considerably greater for households involved in the Nile perch, irrespective 
of whether they are fishers or boat owners. 
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Figure 8.10 Net income portfolio for boat owners in Nile perch fishery 
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Figure 8.11 Net income portfolio for boat owners in other fisheries 


Gross and net incomes 


The description of household income portfolios just presented is based upon 
the more comprehensive mean household net income data presented in 
Tables 8.2 and 8.3 below. These show, once again, a clear hierarchy in out- 
comes, with households that include members in the roles most closely 
integrated into the Nile perch global export chain enjoying the highest net 


Table 8.2 Mean annual household net income for different groups of actors in the Nile perch and other fishery value chains (Tsh) (for 
exchange rate see Table 8.1) 





Actor category N Fishery Transfers Crops Livestock Other Total Net Fishery 
Activities Income income % 
Total 
income 
Fishers and crews (with 134 1,533,708 65,000 210,569 65,000 25,900 1,900,177 81 
compliance scenario) 
Fishers and crews (without 29 800,949 75,010 199,560 60, 000 12,500 1,148,019 70 
compliance scenario) 
Boat owner (with 17 5,372,163 120,500 450,005 185, 000 56,500 6,184,168 87 
compliance scenario) 
Boat owner (without 74 1,832,820 234,090 363,060 190,000 43,015 2,662,985 69 
compliance scenario) 
Collectors with fish van 5 12,402,108 O 650,950 205,000 237,890 13,495,948 92 
(with compliance 
scenario) 
Collectors with collector 10 9,047,360 0 490,250 210,000 598,500 10,346,110 87 
boat (with compliance 
scenario) 
Small-scale shore bound 16 180,459 240,000 250,680 25,000 14,050 710,189 25 


collectors (with 
compliance scenario) 


Processors — (Kayabo, 23 294,284 155,050 350,770 60, 000 33,700 893,804 33 
vibambara vya sangara) 
Processors — Other species 5 121,552 104,015 211,809 70,000 40,124 547,500 22 


ELI 


Table 8.2 (Continued) 





Actor category N Fishery Transfers Crops Livestock Other Total Net Fishery 
Activities Income income % 
Total 
income 

Factory agents (with 7 16,374,982 0 750,505 250,901 143,570 17,519,958 93 
compliance scenario) 

Assistants of factory agents 24 570,122 124,012 211,560 115,000 65,809 1,086,503 52 
(with compliance 
scenario) 

Traders — local markets 34 379,016 120,450 390,501 170,000 96,890 1,156,857 33 
(without compliance 
scenario) 

Traders — interregional 12 890,980 0 560,560 200, 500 114,098 1,766,138 50 
markets (without 
compliance scenario) 

Service providers (e.g., 59 183,456 240,125 178,150 120, 450 68,908 791,089 23 
cooks, accommodation, 
foods) 

Mabondo collectors 13 78,684 110,234 120,505 51,981 30,768 392,172 20 

Punki sellers 22 411,776 112,005 254,043 14,852 8,791 801,467 51 


8ZI 
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Table 8.3 Tests of significance for paired comparisons of mean annual household net 
income from fishing activities 








Actor Fishermen/crews Boat owners Collectors Collectors 

category with van with boat 
With W/out With W/out With With 
compliance compliance compliance compliance compliance compliance 

Net 1,900,177 1,148.019f 6,184,168 2,662,965} 12,402,108 9,047,360 

revenue 

(year) 


Note: Test of significance: Independent samples t-test. Key: *significant at P < 0.05 level; ‘significant 
at P < 0.01 level. For exchange rates see Table 8.1. 


incomes, both from fishing-related activities and in aggregate. Secondly, the 
fishery-related mean household net incomes of all groups in the Nile perch 
global export chains are substantially higher than those for groups occu- 
pying corresponding roles in the chains for other fisheries — in the case of 
fishers and crews and boat owners significantly so. Both the households of 
Nile perch fishers and boat owners have fishery-related net incomes more 
than double those of households of fishers and boat owners of Tilapia, Dagaa 
and so on (Table 8.3). A third point relates to the uneven distribution of 
mean household net income from fishery activities within the Nile perch 
global export chain. Within this chain, net incomes of households with 
boat owners are three times greater than those of households of ordinary 
fishers, while net incomes of households with collectors using fish vans are 
four times greater and those of households with factory agents are ten times 
greater. 

Higher net incomes in the Nile perch global export chain reflect the supe- 
rior prices paid by the factories for fresh Nile perch. In 2006 the average price 
for fresh Nile perch on the Tanzania side of Lake Victoria was Tsh 1450/kg 
when sold by fishers or boat owners and Tsh 1900/kg when sold by a fac- 
tory agent. By contrast the average prices of Dagaa were Tsh 534.60/kg (for 
fishers and boat owners) and Tsh 796.20/kg (for local traders). Odongkara 
et al. (2005) report similar Nile perch prices in Kenya in 2004 — with fish- 
ers and boat owners receiving the equivalent of US$1.00/kg and factory 
agents receiving US$ 1.10/kg. In Uganda, Namisi (2002a, b) also reported 
significantly higher prices for Nile perch compared to other fish species. 
In 2001-02, the highest beach or on-water price for Nile perch was Ushs 
1700/kg and the lowest was Ush 1200/kg, with Ush1500/kg being the most 
common price. Tilapia, the next most important commercial fish in Lake 
Victoria, had a maximum beach price of Ush 1000/kg and a lowest of Ush 
300/kg with the price mostly varying considerably between Ush 500/kg and 
Ush 1000/kg. 
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Meanwhile artisanal processors of Nile perch (sangara moto or vibambara 
vya sangara) received an average of Tsh 440.63/kg in 2006, while traders in 
these products received an average of Tsh 648.00/kg in bulking markets such 
as Kirumba Mwaloni in Mwanza. These prices were almost identical to those 
for smoked Tilapia (vibambara vya sato) in the same locations. The average 
selling price for Nile perch in its kayabo form averaged Tsh 793.75/kg when 
sold by processors in camps and Tsh 1271.43/kg when sold to traders from 
other countries in the Great Lakes region in Kirumba Mwaloni. 

The mean household net incomes from fishing presented in Table 8.2 are 
derived from an analysis of household-level gross fishing revenues and fish- 
ing operating costs, presented in Table 8.4. Operating costs for fishers and 
crew (except for the taxes levied specifically on them) are in practice typically 
financed by boat owners. They are then deducted in kind from the share of 
catches earned by crew. Such costs have been monetized and counted as fish- 
ers and crew operating costs in the Table. Likewise, the share of boat owners’ 
costs that are clawed back in this way are not included in boat owners’ costs 
as recorded here. 

Operating costs included the costs of registration for fishing vessels. Boat 
owners interviewed at Bwiro (Ukerewe district) reported annual registration 
costs of up to Tsh 34,000. In addition, Ukerewe District Council also col- 
lected an annual levy of Tsh 30,000 for boats using fishing nets and Tshs 
20,000 per annum for boats using longlines (migonzo or ndoano). Owners 
also pay a local tax of Tsh 30/kg for fish landed. 

Table 8.4 shows that the significantly higher household net fishing 
incomes for fishers and crew and boat owners in the Nile Perch export chain 
reported in Table 8.3 are earned in a context where these operators also incur 
significantly higher operating costs than is the case for their counterparts in 
other Lake Victoria fishery chains. 


Table 8.4 Mean household gross income, operating costs and net income from 
fishery activities (Tsh) 








Actor Fishermen/crews Boat owners Collectors Collectors 
category with van with boat 
With W/out With W/out With With 
compliance compliance compliance compliance compliance compliance 
Gross 97,245 53,317* 295,390 147,958 15,766,000 14,302,545 
revenue 
(week) 
Operating 58,473 32,185* 173,161 89,720" 12,594,625 11,807,492 
Cost 
(week) 


Note: Test of significance: Independent samples t-test. Key: *significant at P <0.05 level; ‘significant 
at P <0.01 level. For exchange rates see Table 8.1. Operating costs reported are exclusive of 
investment costs. 
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An estimate of part of the total direct welfare benefit from the Nile perch 
global export chain was obtained by extrapolating from the data collected 
in this survey, on the basis of figures for total vessels, total number of fish- 
ers and crews and average numbers of vessels owned by each boat owner 
reported in Frame Survey National Working Group (2006). Aggregate net 
income in 2006 for all households with members participating as fishers or 
boat owners in the Tanzanian Nile perch global export chain was Tsh 221.2 
billion or around US$17.5 million. 


Comparative findings 


In Uganda, the study by Odongkara (2002) conducted in 2001-02 reports 
similar results with mean monthly earnings for Nile perch fishers (at Ush 
279,473) more than double those of Tilapia (at Ush 129,278) and Dagaa 
fishers (at Ush 207,742).4 

Henson et al. (2005) in a study of two landing sites in Kenya, a major 
export site and a site less integrated into the Nile perch export chain, 
concluded that both fishers and artisanal processors and traders in the 
major export site had significantly higher household incomes than the same 
groups on the site less integrated into the export chain for Nile perch. 

In addition to the income impacts in fishing communities, these studies 
show that the processing factories have provided better prices and guaran- 
teed cash payment on delivery. They again also indicate that the export 
industry directly and indirectly supports the livelihoods of many groups 
including not only those mentioned in this chapter but also owners of and 
workers in kiosks, bars, eating places, tailoring businesses and video halls. 

Overall, the results in Tables 8.2-8.5 and the evidence from Kenya and 
Uganda show that although participation in the global export chain is 


Table 8.5 Estimate of aggregate net income per annum for fishers and boat owners 
in the Tanzanian part of Lake Victoria 








Target species Number of Annual Net Income (Billion Tshs)* 
Crafts 
Fishers Craft owners Total 
Nile perch (with 25,313 85.02 136.16 221.19 
compliance 
scenario) 
Other species 7,216 15.76 13.23 28.99 
(without 
compliance 
scenario) 
Nile perch and other 377 1.06 1.36 2.42 


species (Tilapiines) 


*For 2006 exchange rates see Table 8.1 
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associated with higher costs, actors in it obtain significantly higher net 
incomes than comparable groups in other fisheries. As expected, net incomes 
are also distributed unequally between groups. Groups with more assets (col- 
lectors with fish vans, collectors with motorized boats and boat owners) 
obtain higher incomes than groups with inferior assets, whether these are 
within the same chain or in other chains. 


Conclusion 


Over the past two decades, the fishing sector in East Africa has experienced 
important changes including greater investment, increasing fishing effort, 
booming exports and a new generation of food safety standards. These 
developments have acted together to mould a novel fisheries value chain 
in the region, namely the global export chain for Nile perch. The chain has 
registered a significant success in combining ongoing access to high-value 
markets with inclusiveness. 

The results of the analysis indicate major impacts in terms of income and 
welfare, despite the challenge of compliance with the new generation of 
standards. This has been demonstrated relative to the outcomes associated 
with chains not linked to global markets. While there are important differ- 
ences in the asset stocks of those participating in these two different types 
of chain, given the fact that exports have been taking place for well over 
a decade it seems probable that differences in asset levels also reflect the 
benefits of participation. 

All this suggests that it is worth supporting the maintenance of compli- 
ance to EU food safety standards in the Nile perch value chain in order to 
avoid loss of markets and to thus forestall any reversal of the positive impacts 
on the livelihoods that have been witnessed so far. At the same time, there is 
an apparently continuing increase in fishing gears and in the number of fish- 
ers raising concerns, particularly in relation to the sustainability of the fish 
stock. It is therefore important to ensure that efforts to maintain compliance 
with standards are accompanied with measures to ensure sustainable fishing 
(see Chapter 9). We suggest a need for more effective and coherent planning 
in order to safeguard the future of the fishery sector in East Africa. This will 
involve adopting an appropriate regulatory framework and strengthening 
the capacity of the stakeholders to manage the resource sustainably, while at 
the same time maintaining a broadly based fishery. 


Notes 


1. For EU food safety standards generally see Chapter 10; for EU standards specific to 
the fisheries sector see Chapter 9. 

2. Darwin’s Nightmare, directed by Hubert Sauper (2004, France/Austria/Belgium) 
depicts the Nile perch fishing industry on Lake Victoria in Tanzania. For a critical 
review, see Molony et al. (2007). 
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3. Geheb et al. (2008) in their study on gender, status and food in 44 fishing commu- 
nities in Uganda, Tanzania and Kenya suggest that there is no direct relationship 
between Nile perch exports and the high rates of malnutrition observed along 
the Lake - contrary to what is argued by the authors cited earlier. Geheb et al. 
(2008) consider gender-based inequality as hindering more positive impacts on 
nutrition in these communities and underscore the issue of ‘cash redistribution’ 
within households (or lack thereof) as the problem — not fishing per se. 

4. The mean earnings for fishers concealed a large difference between those work- 
ing on motorized boats (Ush 436,530) and those on non-motorized boats (Ush 


187,223). See also the later surveys reported in Namisi (2002a, b) and Odongkara 
(2002, 2005). 
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When the Market Helps: Standards, 
Ecolabels and Resource Management 
Systems in East African Export 
Fisheries 


Stefano Ponte, Reuben M. J. Kadigi and Winnie Mitullah 


Introduction 


This chapter examines the role that standards and management practices 
play in maintaining a rewarding and sustainable export fish industry in 
East Africa. It does so by analysing two separate but interconnected mecha- 
nisms: (a) how the industry matches food safety standards set by the EU; and 
(b) how it applies regulations, standards, ecolabels and fishery management 
systems to ensure the sustainability of the resource. 

The case study of fish in East Africa provides insights in relation to sev- 
eral key debates explored in this book. First, it provides nuance to a series 
of dual characterizations of standards that are prevalent in the literature: 
private versus public; product versus process; and risk management versus 
product differentiation standards. Second, much of the literature examines 
compliance and impact of individual sets of standards in specific industries. 
However, the reality is that industry operators normally face several sets at 
the same time — with objectives that may be aligned or that contradict each 
other. On Lake Victoria, successful conformity with food safety standards 
created incentives for maximum extraction of fish that made attainment 
of sustainability standards and related management practices more difficult. 
But subsequently, an unexpected turn in the market (a drop in European 
demand for small fillets) provided a fortuitous opportunity to solve this 
dilemma. This suggests not only that a holistic approach is needed to under- 
stand the role of standards in specific industries, but also that following 
developments over time is important. 

The chapter is structured in two logical steps that build upon the find- 
ings presented in Chapter 8 of this book, where it was shown that the fish 
export industry in East Africa has had a positive impact on incomes of house- 
holds around the Lake; such findings suggest that when fish prices decrease 
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and/or the volume of fish extracted from the lake decreases, livelihoods will 
be affected negatively. 

In the first and main step carried out in this chapter, we examine which 
standard compliance and management systems are necessary for maintain- 
ing a sustainable and remunerative industry in the Lake Victoria region. 
Particular attention is paid to three aspects and to the interactions between 
them: (1) the importance of continuously complying with food safety stan- 
dards, especially those set by the main fish importer from Lake Victoria, the 
EU; (2) the adoption of effective fishery management systems vis-à-vis the 
incentives and pressure to maximize fish extraction from the lake for export- 
ing; here we focus on two recent initiatives — a voluntary system by export 
processing plants aimed at banning the purchase of undersize fish; and 
the start of community-based co-management through the establishment 
of Beach Management Units (BMUs); and (3) the potential role and limi- 
tations that ecolabelling of fishery products can have in facilitating market 
access, addressing the negative international image that has beset the indus- 
try (Molony et al., 2007), supporting fishery management and matching new 
standard content. 

Specifically, we argue that at this particular historical conjuncture, the type 
of market demand for Nile perch in importing countries is favouring the 
implementation of effective fishery management measures. While until a 
few years ago, high demand for small Nile perch fillet made difficult enforc- 
ing rules against fishing and processing undersize fish, recently European 
markets (the main destination of exports from Lake Victoria) have been 
flooded with cheaper, smaller fillets of Pangasius from Vietnam - especially 
in the frozen segment. Total exports of Pangasius fillets from Vietnam to all 
destinations increased from virtually nil in 2001 to almost 300,000 tons in 
2006 — 43 per cent of which are imported into the EU (EU Fish Processors 
Association, 2007, 11-12). In other words, and as reflected in the title of the 
chapter, at the moment the (export) market may help sustainability efforts." 

In the second step, we reflect upon the case study to advance the state 
of discussions on agro-food standards and draw some conclusions on the 
challenges facing the Nile perch export industry in East Africa. 


Meeting food safety standards 


The Nile perch export industry in East Africa is relatively new. The first 
recorded exports to Europe and the Far East go back to the late 1980s (NRI 
and IITA, 2002, 86), although some exports of Tilapia had taken place in the 
1950s from Lake George. Increased market demand for Nile perch in the last 
20 years has been partly created by declining stocks of Cod and Haddock 
in Northern hemisphere waters. Although Nile perch is a fresh water fish, it 
competes directly with other species in the market for so-called ‘white fish’ 
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(or ‘groundfish’) of neutral flavour. Salmon has also become a direct com- 
petitor with Nile perch following the dramatic increase in farmed Salmon 
production and concurrent decrease in its price (Anderson, 2003). 

Previous to 1991, much of the factory-based fish processing that was tak- 
ing place on Lake Victoria was based in Kisumu and Nairobi, Kenya. The 
Kenyan plants were sending insulated trucks with ice to landing sites in 
Uganda and Tanzania to collect the raw material. By the late 1980s and early 
1990s, some plants had sprung up in Tanzania and Uganda as well. The 
expansion of the industry saw facilities established nearer landing beaches 
in an attempt to reduce transport costs and maintain quality. Processing 
capacity continued to expand in the early 1990s in Kenya (Bokea and Ikiara, 
2000). At the same time, the Ugandan and Tanzanian governments placed 
bans on the export of unprocessed fish, thus further stimulating investment 
in local processing capacity (Ogutu-Ohwayo, 1999; Gibbon, 2001). In the 
early days, Nile perch was exported in fillet form and sometimes headed 
and gutted (H&G) - all blast frozen. At that time, the main market was 
Australia, where Nile perch was sold as bora mundi. Hygiene certificates were 
needed for export, but the product and the processing plants were never 
really monitored. In the early 1990s, fish was first exported chilled on ice to 
the EU. 

As we can see from Table 9.1, the value of fish exports from Kenya, Tanza- 
nia and Uganda to all destinations skyrocketed from US$27 million in 1992 
to US$132 million in 1996, stagnated as a result of the EU ban on imports, 
then started growing again from 2000 onwards, reaching a peak of US$328 
million in 2005. 

The fish quality management system currently in place in the three ripar- 
ian countries is the result of adjustments made in the late 1990s and early 
2000s in response to successive import bans placed by the EU between 1997 
and 2000. In 1991, the EU promulgated EC Regulation 91/493 on the ‘Pro- 
duction and placing on the market of fishery products for human consump- 
tion.’ This regulation required the introduction of systems of inspection and 
control to ensure human consumption safety both in EU countries and in 
countries willing to export to the EU. These measures included compliance 
with ‘Good Hygiene Practices’ (GHP) and the application of HACCP pro- 
cedures. In addition, competent authorities in third countries needed to 
demonstrate adequate control. The EU has now integrated these regulations 
in the so-called ‘hygiene package’ that came into force in 2004. Its main fea- 
tures are: (1) third countries need to have health and sanitary regulations 
that are at least equivalent to the ones required within the EU; (2) they need 
to have competent authorities that can guarantee effective implementation 
of the relevant regulations through inspection, monitoring and sanction- 
ing systems; and (3) business operators need to apply specific sanitary and 
health practices in catching, handling, processing and packaging fish and 


Table 9.1 Exports of Nile perch to all destinations (chilled and frozen fillets, gutted and headed) from Lake Victoria (1992-2007; 





million USD) 

Country 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 
Kenya 146 21.2 269 21.9 43.9 43.0 30.0 34.2 342 50.4 50.2 50.9 52.0 61.1 54.5 44.6 
Tanzania 5.7 6.5 8.9 13.1 52.3 54.8 65.7 51.9 49.8 79.5 82.5 104.5 87.5 123.2 127.5 150.1 
Uganda 6.4 8.8 148 25.9 39.8 28.8 29.7 36.6 344 79.0 87.6 86.3 102.9 143.6 137.0 116.2 
TOTAL 26.8 364 50.6 70.0 132.0 126.7 125.4 122.8 118.4 209.0 222.3 241.7 242.5 327.9 313.1 310.9 
(REGION) 


Source: Adapted from Lake Victoria Fisheries Management Plan, 2008. 
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fishery products, and a system of risk management based on HACCP (see 
Chapter 10 for details). 

In the early days of Nile perch exports, and even after the promulgation of 
EU regulation on fish safety in 1991, East African processing plants did not 
have operational HACCP plans in place. In the period preceding the ‘mad 
cow disease’ scare, the EU was not strict in enforcing food safety standards 
and a phase-in period was granted to third countries. There was no orga- 
nized system of inspections by the competent authorities in East Africa. The 
first import ban took place in 1997 as a result of reported instances of high 
bacterial contamination, including Salmonella, in some Nile perch exports 
from Lake Victoria to Spain and Italy (Henson and Mitullah, 2004, 40). The 
ban was limited to these two countries. The second ban was imposed for 
7 months in 1997-98 as a result of an outbreak of cholera in the three ripar- 
ian countries and Mozambique. On this occasion, the EU banned the import 
of fresh fish and imposed mandatory tests on frozen fish on the basis that 
the competent authorities were not applying sufficient measures to control 
the outbreak (Waniala, 2002, 2). 

The third ban of 2000 (which lasted 4 months) was initially a self-imposed 
export ban by Uganda. It started in response to local press reports on the 
death of a Ugandan child from fish poisoning. Poisoning was linked to the 
alleged practice of fishing by dumping pesticide in the Lake. The Uganda 
competent authority, at that time the Uganda National Bureau of Standards 
(UNBS), declared that it could not guarantee the safety of fish exports and 
pleaded with the EU for time to solve the problem. The EU, however, imme- 
diately applied its own import ban and extended it to Kenya and Tanzania 
as well — even though the allegations were never proven (cf. Rudaheranwa 
et al., 2003). Successive missions carried out by the EU to assess the state of 
health control and monitoring in the three riparian countries identified a 
number of problems in the regulatory system that was in place at that time.” 

The EU import bans had wide-ranging effects. In addition to lower fish 
exports and loss of export revenue, negative repercussions were felt in fish- 
ing communities, among fish processors and in related service industries 
(packaging, transport and so on). As a result of the bans, several plants 
closed down completely and the rest worked at much lower capacity. At 
the same time, the bans and the feedback provided by the EU missions 
led to the streamlining of the regulatory and inspection systems, and a 
revision of food safety procedures and guidelines, and of monitoring and 
inspection systems. An internationally accredited private laboratory was 
established in Uganda, thus it became possible to carry out some tests 
locally instead of shipping samples to Europe or South Africa. In all three 
countries, the public laboratories of the competent authorities were also 
upgraded. 

At the landing sites, over the years, improvements included basic require- 
ments such as fencing, paving, constructing fish shades, supplying portable 
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water, fish handling equipment and construction of toilets. In isolated cases, 
major improvements such as upgrading of access roads, construction of land- 
ing jetties, cold rooms, supply of electricity and ice making plants were 
undertaken as well. At the factory level, compliance with HACCP, Good 
Manufacturing Practices (GMP) and Good Hygiene Practices (GHP) necessi- 
tated changes in the layout of plants, the establishment of new procedures, 
training of personnel and forming of quality control teams. Despite assis- 
tance from the EU, this came at a high cost to the industry. However, it is 
generally agreed that the bans provided the stimulus for an important pro- 
cess of upgrading in the industry (Hensen and Mitullah, 2004; Ponte, 2007). 
Finally, regional efforts started for the harmonization of handling procedures 
in the three countries sharing Lake Victoria. 

The ban was finally lifted in 2000 as a result, among other changes, 
of competent authorities having developed standard operating procedures, 
having achieved more transparency and having installed document control 
systems. This was done in close collaboration with the industry, especially in 
Uganda and Tanzania. In 2000, Tanzania was placed back on the EU list that 
allows imports from a third country without special permission,’ followed 
by Uganda in 2001‘ and Kenya in 2004.° 

A second round of EU inspections took place in 2006, in all three 
countries. The reports of these inspections highlighted: (1) the need for 
fine-tuning of regulations and standard operating procedures (in all three 
countries); (2) a lack of upstream food safety procedure controls on the 
Lake (Uganda); (3) the need for landings for export to take place only 
at approved sites (Tanzania); and (4) deficient inspections of landing sites 
and deficient conditions in some landing sites and fishing vessels (Kenya).° 
One of the major fears preoccupying fish authorities (that the EU would 
demand complete traceability to the level of the individual fishing boat) 
proved to be unfounded. The current level of areal traceability (to the 
group of islands where a transport boat has operated) is reputed to be 
sufficient. 

In comparison to the previous inspections, the issues raised are of less 
immediate concern and gravity, although they may create problems if unad- 
dressed. Of particular concern is the issue of icing and handling on fishing 
boats and the quality of ice holds on transport boats. Given that it is fished 
at night and usually collected by the transport boat after a few hours, the 
first few hours after the fish is caught do not have a major impact on fresh- 
ness. This, in any case, could be solved technically in fairly inexpensive ways 
(by carrying one or two washable crates on the fishing boat). An alternative 
way of addressing early handling issues is to minimize the time from the 
death of the fish to the point of icing - this could be solved by promoting 
longlines, instead of gill nets, where the fish remains alive longer and thus 
spoils less quickly. At the same time, transport boat ice holds are thought 
not to live up to EU standards and are difficult to clean properly. On average, 
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installing a proper hold would actually cost more than the value of the vessel 
itself. 

Participant observation carried out by the authors at landing sites in the 
three countries suggests that there is still a large gap between what is chron- 
icled in the food safety ‘paperwork’ and what actually takes place on the 
ground. For example, having a documentation system that certifies boat- 
level inspections is not the same as actually carrying out such inspections 
(which almost never occur). But, all in all, it seems that the East African 
Nile perch industry has to a large extent solved the issue of food safety; 
or at least it appears to ‘perform’ it in a way that is acceptable to the EU. 
Still, this also suggests that the literature on agro-food standards may be 
over-blowing the argument when it insists that process standards are becom- 
ing more important than product standards. While processes have indeed 
become more systematized, streamlined in apparently coherent frameworks 
and documented more thoroughly, in East African fisheries instances of non- 
compliance tend still to be caught in the ‘old way’ — when product tests fail 
to match minimum (or maximum) levels set by the EU. And even when this 
happens, ‘quiet’ remedial action by the public authorities in the region (rea- 
sonably, given the history of reaction by the EU in the 1990s) and/or private 
commercial remedy (a discount on the price of the consignment) seem to 
be more common resolutions than the destruction of a consignment, as EU 
regulation would have it. 

These developments imply that the burning issue in terms of maintaining 
viable livelihoods around Lake Victoria is now the sustainable management 
of the stock, where improvements (whether ‘performative’ or real) have been 
far less satisfactory than in the case of food safety standards. Strong demand 
and healthy export prices until recently militated against discussions on how 
to limit the amount of fish extracted from the Lake. However, changes in 
demand specifications (a fall in demand for smaller fillets in particular) is 
now providing new incentives to take sustainable fishery management more 
seriously in the region, together with signs that stocks may have reached a 
critically low point. 

These observations suggest that analyses focusing on only one set of stan- 
dards and related management systems may miss important problems of 
compliance that are related to other sets of relevant standards faced by an 
industry. They also suggest that alignment and/or contradictions are far from 
static overtime, and that fortuitous changes need to be exploited quickly by 
the industries concerned. 


Sustainability and fishery management systems 


Nile perch was introduced into Lake Victoria from Lake Albert in the 1950s. 
It is a predator that feeds on other fish and the idea behind its introduction 
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was to ‘convert’ Haplochromine species that are small in size into a more 
commercially exploitable fish of larger size (Ogutu-Ohwayo, 1999, 32). Nile 
perch was first noted in fish catches in the early 1960s (O’Riordan, 1996, 
40-41). Stocks of Nile perch started to increase rapidly from the early 1980s, 
followed by an increase in catches and the reduction or disappearance of 
many native species (Ogutu-Ohwayo, 1999). 

The high rates of growth of fish exports from the three riparian countries 
from the late-1980s were accompanied by a number of concerns regard- 
ing the environmental sustainability of the resource base (Ogutu-Ohwayo, 
1999, 11). These concerns related to: (1) overfishing and resource depletion; 
(2) loss of biodiversity with the introduction of exotic species; (3) effluent 
pollution from fish processing and other industries; (4) degradation of shore- 
line ecosystems; and (5) deficient resource management due to different 
environmental standards in the riparian states. 

In the last few years, a recovery in biodiversity (Balirwa et al., 2003) and a 
decrease in Hyacinth presence along the shoreline’ have meant that most of 
the sustainability discussion has centred on increased eutrophication (due to 
space constraints, we are unable to discuss this issue here), on how to avoid 
resource depletion and on the effective implementation of regionally har- 
monized fishery management standards. A recent study assessing biological 
changes in the fish stock in Lake Victoria, including a review of trawl sur- 
veys, acoustic surveys and catch assessment surveys, suggests that ‘the Nile 
perch stocks are under pressure and the fishery may have reached, or even 
exceeded, its limit’ (LVFO, 2007a). 

A number of standards and regulations have been agreed regionally to 
address dwindling stocks, such as licensing of fishers, trading bans on small 
size Nile perch, prohibition on using destructive gear and control of ille- 
gal fishing. Most of these, in different forms, have existed for many years, 
but until recently have been implemented, when at all, exclusively through 
‘rule-and-punish’ systems. This entailed occasional busts and military-style 
operations involving the sequestration and public destruction of illegal 
gear. On-water patrolling was almost non-existent and bans on trading of 
undersize fish were almost never implemented (see Ponte, 2007 for details). 
Processing factories (with a few exceptions) only became serious about 
fisheries management in the very recent past - prior to the mid-2000s, 
management-related measures were driven by conservationists, researchers 
and to some extent LVFO. Yet, because the demand for small Nile perch fillet 
has decreased, there is now a market incentive for processing companies to 
leave small fish in the lake until they grow. In the following sub-sections, we 
look first at the implementation, starting in late 2007, of a self-monitoring 
system on minimum fish size by export processing plants; and second, at the 
establishment of Beach Management Units around the lake. 
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Self-monitoring system on minimum fish size at export 
processing plants 


Since late 2007, a self-monitoring system geared towards banning the pro- 
cessing for export of undersize fish has been operational in the three East 
African countries. The process was initiated by the Uganda Fish Processors & 
Exporters Association (UFPEA) in September 2007, following a series of meet- 
ings amongst members including an extraordinary meeting held to adopt 
resolutions on the matter. The same system was adopted by the respective 
associations in Tanzania in October 2007 and later on in Kenya, after the 
violence that followed the December 2007 elections subsided. 

Essentially, the industry association in Uganda started by setting up a 
team of independent inspectors, funded by the industry itself, which mon- 
itors the size of fish used in the members’ processing plants (all plants are 
members of the association). At the start, a ban on accepting fish under the 
size of 40cm was applied, later the minimum size was increased to 45cm 
and finally to the statutory 50cm as per regulation. Sanctions, however, are 
applied by the competent authority, not by the private team of inspectors, 
under a memorandum of understanding between the industry associations 
and the relevant fishery authorities. A first instance of non-compliance (with 
a 3-5 per cent tolerance level depending on the country) attracts a one-week 
closure of the plant; a second instance a 1-month ban; and a third instance a 
3-month ban. Plants can go back to the starting point if no instance of non- 
compliance re-occurs within a 6-month period. By January 2009, all three 
East African countries had moved to zero tolerance, and currently no factory 
is supposed to process any fish outside the required minimum size. 

In Uganda (as of February 2008), there had been only a few instances 
of first non-compliance; in Tanzania (as of May 2008), plant closures took 
place in four cases, once in two instances; in Kenya (as of late 2008), there 
had been no reported instances of closure of plants, but a factory manager 
was reportedly sacked for violation of the stipulated minimum size. A cyn- 
ical view of such a development would suggest that ways have been found 
around the inspections at the plant level; however, participant observation 
and interviews at landing sites and with processors in all three countries sug- 
gest that undersize fish is not landed in any significant quantity at export 
landing sites. To the extent that this information is reliable, the initiative 
can be seen as a resounding success. 

This is an instance in which a regulation that includes a public stan- 
dard (minimum fish size), and a related monitoring and compliance system 
which existed on paper but was not actually implemented, are now being 
applied by a private entity (the industry association). This entity hires a pri- 
vate team of inspectors (often, former public fish inspectors), but in case of 
non-compliance the application of the sanction (the closure of the plant) is 
delegated to the public regulatory body. It is hard to separate public and pri- 
vate here. What can be said, however, is that the content of the standard was 
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set by the public authority; that private management and monitoring of the 
standard has been more effective than the previous system of public man- 
agement; and that, in contrast, public sanctioning is likely to have been more 
effective than had it been left to a purely voluntary and private mechanism. 

However, that undersize fish do not seem to be accepted by the export 
processing plants does not mean that it is not fished. Press reports and direct 
observation of fishing activities on the lake suggest that undersize fish is 
landed at other sites and finds its way into local and regional markets (from 
Uganda, it goes especially to the DRC and Sudan), but at a lower price than 
the one commanded in exports to EU markets. This means not only that 
the resource is still likely to remain over-exploited, but also that the positive 
impact on local economies is reduced. Stopping undersize fish from being 
extracted from the lake is a complicated issue, relating to what gear is used 
in the Nile perch fishery, the costs and incentives of using alternative gear, 
and the type of fishery management and monitoring systems that are more 
likely to promote change in the direction of sustainability. We explore these 
issues in the next sub-section. 


Advantages and limitations of community involvement in fishery 
management 


Top-down fisheries management tools are usually built upon the estimation 
of Maximum Sustainable Yields (MSY) and direct or indirect control of gear 
type or size restrictions on fish. Two main criticisms have been levied against 
this approach. The first questions whether, in small- and medium-sized water 
bodies (but perhaps also in bigger ones such as lake Victoria) the MSY- 
based approach is the best way of managing fisheries resources, and whether 
management is needed at all. According to this argument, environmental 
fluctuations explain much of stock variability in some freshwater lakes in 
Southern Africa (Jul-Larsen et al., 2002; see also Kolding et al., 2005). Those 
who take this position highlight that fishing effort has impacted on the sus- 
tainability of the resource only where it was investment-driven (this could 
apply to Nile perch in Lake Victoria), not where it was population-driven 
(ibid.). They also question whether mesh size regulations, prohibitions on 
use of certain gear and minimum fish size regulations are necessary and/or 
useful, given the general lack of enforcement and the limited status of 
knowledge on the links between stock dynamics and fishing efforts. 

A second line of criticism is based on the observation that traditional 
top-down approaches to fisheries management (government fishery officials 
posted at the local level) do not deliver as local communities are either 
not involved or not given formal recognition (Geheb, 2000). Partially as 
a result of this second criticism (and especially as a result of the kinds of 
management projects operating on Lake Victoria that have been funded in 
the last decade or so), the three East African countries have moved towards 
the direction of community-based solutions through the establishment of 
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Beach Management Units (BMUs). This approach follows what in the fish- 
eries management literature is known as co-management — power sharing 
between state and local communities, and a shift of responsibilities from the 
former to the latter. 

However, community-based fisheries management also has its limita- 
tions, since it relies on how collaboration between communities and local 
government takes place in practice, given the relatively authoritarian sys- 
tems that communities are used to (Geheb and Sarch, 2002). It cannot be 
assumed that (different) communities are actually able and/or willing to 
take up these responsibilities. Indeed, often these ‘participatory’ processes 
are donor-driven and attract little interest locally (see Allison, 2003; Nielsen 
et al., 2004). 

A total of 1069 Beach Management Units (BMUs) were established in the 
three riparian countries of Lake Victoria between 2004 and 2007: 281 in 
Kenya, 433 in Tanzania and 355 in Uganda (LVFO, 2008b). BMUs, among 
other tasks, register fishing boats, license fishers and record landings. All 
in all, local community involvement in monitoring and applying regula- 
tion on gear in East Africa has increased with the establishment of BMUs 
(Lwenya et al., 2007; LVFO, 2007c). However, in our interviews with BMU 
representatives around the Lake, a number of clear problems are also evident: 
(1) lack of resources to carry out patrolling on the Lake to sequestrate ille- 
gal gear and impose sanctions; (2) conflicts of interest — as the chairpersons 
that carry out the patrolling are voted by the same fishers that they are sup- 
posed to confiscate gear from and apply sanctions to; (3) security concerns: 
even with armed patrolling, chairpersons still go back home after a patrol 
and are vulnerable to retribution; (4) after a spurt of activity and optimism 
following the establishment of BMUs, local communities are puzzled about 
what they ‘get out of them’; partly, this is related to community-level mis- 
understandings of what function a BMU has (it has no subsidized or priority 
access to financing or gear) and partly due to the lack of clear mechanisms 
through which fishers are supposed to access new and improved gear; and 
(5) a clash of mandate between BMUs and fisheries officials — at the time of 
establishment, some BMU officials assumed that they were an extension of 
government and would be doing the work of fisheries officials which could 
attract an income. 

The BMU system could be an improvement over the rule-and-punish sys- 
tem based on fishery inspectors and the occasional and military-style oper- 
ations that characterized previous top-down fishery management (although 
some military-style operations are still taking place). Evidence from survey 
data shows that communities are today more informed on the existence 
of rules, their logic and the benefits that can arise from their collective 
enforcement (Lwenya et al., 2007; LVFO, 2007c). At the same time, several 
prominent processors have argued that market instruments, together with 
some monitoring, can be the most effective means of stopping fish from 
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being extracted from the lake. We label such an approach market-and-punish 
(although a more precise denomination would be ‘the market punishes’). 

In this respect, they find that it could be more effective to control the trade 
of undersize fish than to patrol the Lake and destroy gear. Their claim is that 
if it is made sufficiently difficult to trade in undersize fish because of controls 
in local markets and border posts, it will become more difficult for fishermen 
to dispose of undersize fish, thus obliging them to switch to larger mesh nets 
and/or abandon the use of seine nets, which are the most destructive to the 
resource because the very small mesh size that captures large quantities of 
Nile perch fingerlings. This approach, however, does not take into consider- 
ation the interests of traders who carry out these kind of activities and the 
network of contacts that benefit as a result. It also underplays how diffi- 
cult it is to sustain such controls seriously in the long term. While at the 
height of such operations the trade does indeed stop, it tends to re-surface 
as soon as the pressure eases (the so-called ‘Operation Clean’ in Uganda in 
2005 followed exactly the same dynamics). In other words, while processors 
have been successful through a ‘market-and-punish’ system in stopping the 
export trade of undersize fish, suppressing the regional and local trades is a 
much more complicated process. 

We argue that rather than spending resources on tackling the regional 
trade, a successful solution to the undersize fish problem needs to take into 
consideration the constraints under which fishers operate. While for larger 
operators switching gear may not be a financial problem, smaller opera- 
tors (who own only their own boat, for example) would incur a substantial 
expenditure. In this situation, it is more logical for them to risk a penalty 
(requisition does not mean that one cannot get out of a situation with a 
bribe or ‘buy back’ the very same gear) than to invest in nets with larger 
mesh sizes which will lead to lower catches, at least in the short term — this 
is the evidence that emerged from our interviews anyway. No discussion 
has been advanced in any of the three countries of a system of incentives, 
subsidies or swap mechanisms that would address these concerns, although 
one company has attempted a subsidized net swap with mixed results (on 
Lake Kyoga). Rather, fishermen are portrayed as villains and outlaws, both in 
government and ministerial pronouncements and in the popular press. We 
think that this does not bode well for sustainable management of fisheries 
on the Lake. 


Ecolabelling 


Ecolabelling in fisheries 


Another market-based approach that can facilitate sustainability efforts is 
ecolabelling. Eco-labelled fishery products are a small but growing segment 
of the fish industry. Their rise relates not only to increased concern with 
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environmental issues, but also to increased competition in the retail sec- 
tor, and the consequent search for additional properties in products to 
add profitability and/or market share. Ecolabelling schemes are increasingly 
perceived as a way of simultaneously maintaining the productivity and eco- 
nomic value of fisheries while providing incentives for improved fisheries 
management and the conservation of marine biodiversity (Deere, 1999; 
Rotherham, 2005). 

Potential environmental and economic benefits have been associated with 
ecolabelling (Deere, 1999; Wessells et al., 2001; Enviro-Fish Africa, 2005; 
Ward and Phillips, 2008a, b). The main argument for ecolabelling has been 
that it could provide the needed economic stimulus for better long-term 
stewardship and availability of natural resources important for national 
welfare. However, the evidence to back such a strong argument is still inad- 
equate (see Agnew, 2006; Ponte, 2008). On economic benefits, Deere (1999, 
21) notes that if fisheries management improves in response to efforts to 
comply with the standards that are embedded in the ecolabel, the poten- 
tial benefits to fisheries could go beyond the possible higher revenues which 
ecolabelled products may generate. In line with this argument, Wessells et al. 
(2001, 54) highlight the following potential commercial benefits of ecola- 
belling: gaining access to new premium markets; adding value to existing 
products; expanding one’s presence in existing markets; maintaining the 
market share in competitive markets; achieving product differentiation and 
export earnings; providing opportunities for attracting capital investments 
and new joint venture in developing countries; and maximizing long-term 
competitiveness (see also various chapters in Ward and Phillips, 2008a). 

As in the case of environmental benefits, the literature has so far treated 
only the potential rather than the empirical economic benefits of ecola- 
bels in fisheries (Ponte, 2008). And despite the acknowledged opportunities 
that ecolabelling could provide, serious concerns have also emerged. These 
include: possible lack of transparency and participation in standard setting; 
underlying protectionist motives; high potential costs of complying with 
required management practices and data collection; high costs of certifi- 
cation in developing countries which rely on expensive foreign experts; 
inadequate institutional and technical implementation capacity in devel- 
oping countries and the de facto nature of ecolabels as barriers to market 
access when a majority of market players require them (see Deere, 1999; 
Wessells et al., 2001; Ponte, 2008; and various contributions in Ward and 
Phillips, 2008a). 


The Marine Stewardship Council (MSC) ecolabel 


The history of voluntary labels before the advent of the Marine Steward- 
ship Council (MSC) initiative was limited to two single-issue labels (neither 
of which was third-party certified), aiming at reducing by-catch of Dolphin 
in Tuna fishing (Bonanno and Constance, 1996) and of Turtles in Shrimp 
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fishing. In both cases, the main issue was not one of over-fishing and over- 
capacity, but of animal rights and the protection of endangered species 
(Allison, 2001, 945). Current efforts in developing organic certification of 
fishery products are mainly focused on aquaculture (Mansfield, 2004). But 
in recent years, a number of other certifications and ecolabels have emerged 
(Ward and Phillips, 2008b list 13 ecolabels in total related to wild-capture 
fishery products), though MSC remains the only one with a significant 
market share. 

MSC was established in 1996 as a joint initiative of the World Wildlife 
Fund for Nature (WWE), the world’s largest private non-profit organization, 
and Unilever, at the time the world’s largest frozen fish buyer and proces- 
sor.” MSC became an independent initiative in 1999. The idea behind MSC 
is to address the world-wide decline in fish stocks by awarding sustainably 
managed fisheries with certification to a label that could be affixed to retail 
products. 

MSC certification partly depends upon a chain of custody system that 
keeps ‘sustainable’ and ‘other’ fish separate from each other all the way 
from catch to supermarket shelf or ice display. MSC argues that it allows, via 
its logo, consumers to promote sustainable fishing through a market-based 
(rather than regulation-based) mechanism by choosing the labelled prod- 
uct over the unlabelled product Johnston et al., 2001; Roheim, 2003, 2008; 
Jaffry et al., 2004). Yet, many of the fishery management systems that need 
to be in place to achieve certification are heavily reliant on public regulation 
and publicly funded research. 

Certification is granted against a specific standard called the ‘Principles 
and Criteria for Sustainable Fishing’. Assessment is carried out on a volun- 
tary basis by accredited third-party certification bodies. At the catch level, 
certification is awarded to a ‘fishery’, not to individual operators. Individual 
operators in the trade, processing and retail sectors can apply for chain of 
custody certification and for the use of the MSC logo. 

A thorough analysis of the features and limitations of the MSC system 
has been carried out elsewhere and will not be replicated here (Ponte, 2008). 
What needs to be highlighted is that MSC until recently had failed to pay 
attention to the specific needs of artisanal fisheries in developing coun- 
tries, and least-developed countries in particular. Although this is now being 
partially addressed by a pilot programme seeking to simplify the data and 
scientific research needs for the certification process, doubts remain on its 
potential to lift barriers to certification of fisheries in LDCs. 


Ecolabelling initiatives on Lake Victoria 


In this sub-section, we draw on existing experiences with fishery ecola- 
bels around Lake Victoria to assess their potential to support sustainability. 
Through LVFO, the three East African countries are conducting a pre- 
assessment exercise to evaluate whether to apply for MSC for certification. 


198  Ecolabels and Resource Management 


At the same time, two individual operators have been involved in other 
ecolabelling initiatives. One label, ‘Kyoga Wild’ has been developed by a 
Uganda-based exporter. The other, sought by a Tanzania-based exporter, is 
being developed with Naturland, a German organization involved in organic 
and sustainability standard setting and labelling. 

In interviews and discussion or workshop documents three main motiva- 
tions to move towards ecolabelling have been highlighted in the East African 
Nile perch industry : (1) to counteract the negative image portrayed by the 
documentary Darwin’s nightmare (see Molony et al., 2007); (2) to spur both 
a more active engagement from government and the political system and 
collective private sector commitment to sustainable fishery management, 
given the perilous state of the stock; and (3) to stimulate a process of value 
addition, possibly open up market niches and/or obtain higher prices for 
‘sustainable fish’ exports, given that the volume of the exportable resource 
is likely to decrease. 

Despite the fact that there are reservations on whether Nile perch can even 
be considered for certification,!° ecolabelling discussions have provided a 
focus for serious debate on fishery management measures. Consideration 
of the possibility of MSC ecolabelling started at a regional fishery stake- 
holder workshop held in Nairobi in October 2006 (LVFO, 2006a), where it 
was decided that ecolabelling would be a suitable strategy to address the 
challenges of Nile perch fishing and to provide a focus point for improving 
fishery management on Lake Victoria. From then on, LVFO took over the 
coordination of the initiative and put together a task force with representa- 
tives of the three fish processing/export associations and fisheries regulatory 
agencies around the Lake. A pre-assessment exercise (financed by GTZ) was 
then started in order to evaluate whether to formally apply for MSC certifi- 
cation. The results of the pre-assessment were not yet available at the time 
of writing. But LVFO officers argue that the process of pre-assessment can 
by itself provide stimulus for fish biologists to work more closely with fish- 
ery management people, and to speed up the adoption of input from other 
existing projects (such as LVFO’s database building efforts or other efforts 
trying to integrate the results of fish stock assessments into fishery manage- 
ment decisions). However, for the time being, these are more statements of 
intent than a reflection of actual results. 

In response to criticism highlighting the difficulties of LDC artisanal 
fisheries elsewhere in obtaining MSC certification (see Ponte, 2008), LVFO 
experts said that the volume of resources generated by the Nile perch 
industry should be sufficient to offset the costs of compliance and certifi- 
cation, even though the costs and challenges of monitoring thousands of 
small fishing boats are indeed a problem. Reasonable data on stock trends 
in Lake Victoria are apparently available, having been collected under a 
series of donor-funded projects. Enough resources, it is argued, should also 
be available to continue information gathering after donor funding ends. 
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Because the three industries are forming a regional body with legal status 
at LVFO, they should be able to use their pressure to extract resources from 
governments, the argument goes. 

In parallel to this regional initiative, ANOVA (the main Nile perch fish 
importer into Europe), Vicfish (a processing and export company based in 
Tanzania) and GTZ initiated a pilot project aimed at certifying the Nile perch 
landings of Vicfish according to Naturland standards on ‘sustainable capture 
fishery’, which were adopted in late 2006." Naturland has certified farms 
and companies involved in meat, milk, potatoes, cereals, coffee, tea, fruits, 
forestry and aquaculture products against organic standards. Their ecolabel 
on capture fisheries (named ‘Naturland Wildfish’) includes components on 
social and ecological responsibility and economic viability. The argument 
put forward for such an initiative is that while MSC would be able to address 
environmental and fishery management issues, it did not cover social issues 
(GTZ, 2008). 

The pilot project in Tanzania involves the identification of landing sites 
from where ‘sustainable’ Nile perch will be procured via registered and 
contracted agents and sub-contracted fishers, and the establishment of an 
Internal Control System for managing documentation and traceability. Vic- 
fish intends to procure all its fish from sustainable sources and to implement 
these procedures from all the seven or eight landing sites from where it usu- 
ally buys fish. All suppliers and fishermen are to be registered and required 
to use specific gear. In terms of motivations and expectations, the Tanzanian 
export company acted under strong encouragement from ANOVA and other 
fish importers on the understanding that within 2-3 years from the start of 
the process, many buyers will be interested in ecolabelled fishery products 
due to increasing demand. Although there were no specific orders in place at 
the time of interview January, 2008), the Tanzanian company was expecting 
a premium to be paid by buyers for such a fish.” 

The process of preparation for certification, supported by a consulting 
company with GTZ funding, involved the identification, adaptation and 
implementation of social standards, improvement of hygiene and han- 
dling procedures and co-management with the local BMU (GTZ, 2008). The 
content of the project-specific standard was adapted to the issues that con- 
cern inland open-access fisheries, and was accepted by the Naturland board 
in April 2008." Inspections at landing sites and the processing plant in 
Tanzania took place in January 2009 and resulted in a number of recom- 
mended corrective measures to be dealt with before certification is granted." 

In Uganda, a separate ecolabelling initiative was attempted by Greenfields, 
a processing and export company based in Entebbe, for a range of sustainable 
products under a project called ‘Kyoga Wild’ (supported by SIDA through 
EPOPA). Contrary to the Naturland case above, this was a ‘first-party’ label 
in the sense that Greenfields developed both its own set of standards and 
a label. The original purpose of the initiative was to catch Tilapia and Nile 


200 Ecolabels and Resource Management 


perch in Lake Kyoga using selected hooks and gillnets of the recommended 
size to prevent resource depletion. The project included a net swap system 
where fishermen were provided with recommended size nets at subsidized 
prices. Boat owners were registered and given an individual identification 
number and boats were painted in a specific colour for easy identification. 
The first exports started in early 2006 under the label ‘Kyoga Wild Sustain- 
able Tilapia/Nile perch’ to the Swiss Coop retail chain. According to the 
general manager of Greenfields, however, the volume of demand was low 
and no price premium was paid for the fish. Also, their effort was covering 
a very small proportion of the catch from that lake, which meant that most 
fishing contined to be unsustainable (due to the poor level of fishery man- 
agement on Lake Kyoga). This combined with high demands on managerial 
and financial resources (even with donor support) did not justify continuing 
the initiative, although the company says that it is still committed to work 
in areas where the BMUs are serious about sustainability. 

The experience of ecolabelling on Lake Victoria suggests at least three 
important lessons for the discussion on standards: (1) although it is not 
yet clear if ecolabelling necessarily leads to positive environmental impacts 
through better fishery management, it is more likely to do so through 
collective initiatives targeting a fishery as a whole, rather than individual 
initiatives targeting a small part of a fishery — although at the same time, 
individual efforts may provide practical examples of ‘best practice’ and gen- 
erate political support for collective efforts; (2) the outcome of ecolabelling 
(i.e., certification) is perhaps less important than the management processes 
it generates; at the same time, lack of explicit financial benefits (for exam- 
ple, a premium for ‘sustainable’ fish) can undermine the long-term buy-in 
of both industry and governments; and (3) while potential ecolabelling on 
Lake Victoria could be seen as providing a mainly ‘product differentiation’ 
function (Henson and Humphrey, 2008), it is actually performing a major 
risk management function as well, both for producers (to ensure the long- 
term availability of supply) but also for buyers (minimizing the risk of supply 
failure of Nile perch for fish importers and retailers in Europe). 


Conclusions 


In this concluding section, we briefly highlight two sets of reflections. First, 
we reflect upon the East African experience with fishery standards, labels and 
management systems in relation to some of the key themes explored in this 
book. Second, we underline the importance to Kenya, Tanzania and Uganda 
of continuing to meet food safety standards and of sustainably managing the 
Nile perch fishery to ensure the viability of livelihoods around Lake Victoria. 

The case study of the Nile perch industry provides insights in relation 
to several key debates on standards. First, it highlights that different sets 
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of standards interact with each other with sometimes unexpected conse- 
quences and with dynamics that change over time. As a result, it is not 
sufficient to examine one set of standards in detail in an industry, or even 
more than one set independently of each other, but it is also essential to 
explore the interactions between them. Failures to comply with a standard 
do not necessarily arise from failures in the compliance system for this 
standard; conversely, compliance with a standard may occur through mech- 
anisms that are unrelated to the expected path of compliance. This is not just 
an analytical question, it has implications for the long-term sustainability of 
meeting the objectives that standards are trying to promote. Most standards 
are developed and applied in practice as if they were ‘sealed systems’, while 
they should be designed and implemented bearing in mind potential inter- 
actions with other sets of standards that may apply to a particular industry 
or a specific location. 

Second, this chapter challenges the general argument in much of the liter- 
ature on agro-food standards that suggests a clear movement from public to 
private forms of standards and managements. In fisheries, while the private 
sector indeed is playing a heightened role, it often does so by borrowing and 
adapting systems developed in public regulation. Specifically in relation to 
East Africa, it has become harder to distinguish between private and public 
forms: a regulation that includes a public standard on minimum fish size 
(and a related monitoring and compliance system which existed on paper 
but was not actually implemented) is now being monitored by a private 
entity (private inspectors hired by the industry associations). However, in 
case of non-compliance, the application of the sanction is delegated to the 
public regulatory body. In short, we have a situation here where the content 
of the standard was set by the public authority, the control of conformity with 
the standard is delegated to the private sector and where sanctioning reverts 
back to the public sector. 

Third, while process standards and attached management systems are 
indeed becoming more widespread and systematized, product standards still 
play a key role, especially as it is fear over falling supply of the product itself 
that is spurring fishery management reforms around the Lake in ways that 
have not been seen before. 

Fourth, much emphasis in the standards literature has been placed on 
whether actors in the South are able to comply with standards, with what 
costs and benefits, and what the impact of compliance is on selected indi- 
cators (social, environmental, on food safety and so on). In relation to 
the experience of ecolabelling in fisheries, however, arguments have been 
made by LVFO officers that the process of preparing for compliance may 
be as important as its end result. Even though the establishment of BMUs 
pre-dates the discussions that took place among stakeholders around Lake 
Victoria in relation to exploring the possibility of MSC certification for Nile 
perch, such discussions have provided more immediate focus to the fishery 
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management debate in the region and a higher level of political commit- 
ment (or at least visibility). Whether these will translate into actual practices 
that will improve sustainability of the fishing effort on the Lake remains to 
be seen. 

Fifth, the ecolabelling experience suggests that the distinction between 
risk management and product differentiation standards may be more blurred 
than previously thought (see Aragrande et al., 2005; Henson and Humphrey, 
2008; Riisgaard, 2009). According to Henson and Humphrey (2008, 18), 
the main role of risk management standards is to ‘provide a level of assur- 
ance that a product is in compliance with defined minimum product and/or 
process requirements’. They function to ensure that ‘buyers have sufficient 
control over production processes in order to ensure that critical levels of 
product and process attributes are attained’ (ibid., 19). Product differentia- 
tion standards, on the other hand, are ‘mainly aimed at differentiating the 
firm and/or its products in the “eyes of the consumer”’ (ibid., 18). They 
enable firms to ‘supply blends of product and process attributes, and to com- 
municate these to consumers, that set them apart from their competitors’ 
(ibid., 21). The distinction is said to be critical because as the bar set by risk 
management standards rises, the space for product differentiation becomes 
compressed until new ways of differentiating are found. During these recon- 
figurations, power asymmetries along a value chain are challenged and 
comparative advantages reshuffled (Riisgaard, 2009). 

While ecolabelling (including fishery ecolabelling) is usually placed 
firmly in the realm of product differentiation standards (see Henson and 
Humphrey, 2008: Table 2), it actually serves a dual function. From the 
viewpoint of the consumer (and retailer), it indeed serves a function of 
product differentiation by signalling that such fish has been sourced from 
stocks that are certified as not in danger of collapsing and/or that are prop- 
erly managed. At the same time, it is also a risk management standard 
that helps reduce two specific kinds of risk. First, by stimulating improved 
management practices, as seen above, ecolabelling may help fish importers 
and retailers make sure that they have access to enough volume of fish 
in the future to match product demand (supply risk). Second, as an unin- 
tended consequence, it may also minimize another major risk at the level 
of producing countries — that of failing local livelihoods in case a fishery 
collapses. 

This chapter has also shown that maintaining a viable and sustainable 
fishery that has positive implications for livelihoods around Lake Victo- 
ria (see Chapter 8) impinges on complying with two sets of standards and 
management systems: first, food safety standards have to continue being 
followed in ways that are acceptable to the main importer of Nile perch 
(the EU); and second, fishery management systems need to be in place so 
that enough fish can be extracted from the Lake without undermining its 
ecological balance and the sustainability of the fish stock. 
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In relation to food safety standards, we have seen that the three East 
African countries to a large extent have fixed the problems that beset them 
in the 1990s. Even though there are still some important aspects that could 
be improved upon, the EU seems to be satisfied with the state of things in 
the three countries — or at least it is accepting their performance of food 
safety systems as being reasonably appropriate. 

In relation to sustainable fishery management, however, the situation is 
much more problematic. Without strong action, the industry may be in dan- 
ger of collapsing. Fortunately, the market (or at least the export market) can 
help in this particular conjuncture. Up to the recent past, maximum extrac- 
tion of Nile perch from Lake Victoria was encouraged both by industry and 
governments, due to healthy export prices and strong demand in the North. 
However, the sudden emergence of competition from small Vietnamese Pan- 
gasius fillets in Europe has wiped out much of the market for small Nile perch 
fillets (especially in the frozen sector). But because Nile perch can grow to a 
much bigger size than Pangasius (and many other competing species, both 
from wild capture and aquaculture), there is now a clear incentive for the 
export industry to stimulate fishery management systems that punish the 
fishing of small Nile perch from the lake. 

Although standards on minimum fish size and the kind of gear that is 
allowed for the fishing of Nile perch have been in the regulation books 
for a long time, compliance was at best erratic. In the export sector, the 
recent emergence of a voluntary system of monitoring minimum fish size 
by processing plants seems to have been effective in cutting down under- 
size fish purchasing dramatically. The passage from a ‘rule-and-punish’ to a 
‘market-and-punish’ system of monitoring is per se worthy of attention. 

However, this has not yet stopped the fishing of undersize fish itself, 
which now finds its way in local and regional markets. Although politi- 
cians, governments and export operators have been vociferous in calling for 
a clamp down on the domestic and cross-border trades of juvenile fish, we 
argue that the key to assuring stock renewal lays in reducing the incentives 
that are behind this fishery at their source. First, this involves clarifying and 
revising the roles and mandate of BMUs, together with appropriate financ- 
ing of their activities; and second, it involves setting up incentives for fishers 
to swap destructive gear with ‘legal size’ gear: this is unlikely to be success- 
ful unless a publicly funded fish net swap is established. Setting up ad hoc 
roadside controls to clamp down on the domestic trade, blaming fishers and 
carrying out occasional military-style campaigns for the destruction of gear 
are not going to solve the problem. 


Notes 


1. Information on changes in fishery management systems, food safety standards 
and ecolabelling was gathered mainly through fieldwork by Kadigi (in 2006-08, 
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Tanzania), Ponte (in 2004 and 2007-08, Uganda) and Mitullah (in 2004 and 
2008-09, Kenya). Fieldwork included focus groups and key informant interviews 
with all key stakeholders in the three countries — fishers, transporters, artisanal 
processors, industrial processors and exporters, fisheries and other government 
officials, industry associations, the Lake Victoria Fisheries Organisation (LVFO) 
and Beach Management Units (BMUs). 

See EC (1998; 1999a and 1999b; 2000a and 2000b). 

Commission Decision 98/422/EC. 

Commission Decision 2001/633/EC. 

Commission Decision 2004/39/EC. 

See EC (2006a, 2006b and 2006c). 

A new weed, Hippo Grass has surfaced and has almost eliminated the Hyacinth. 
A Kenya Marine and Fisheries Research Institute official noted that the weed is 
a stronger species of grass and seems to overpower the Hyacinth. The weed has 
a tendency to rot, sinking into the lake, and is currently affecting Nile perch 
fish stocks. Its positive elements include water purification, that it can be used as 
fodder for cattle and that it attracts other fish species. 

The military and prominent politicians have been accused of being behind this 
trade in Uganda (see The New Vision, 4 January 2008). 

However, Unilever has since sold off major portions of its European seafood 
business. 

The argument against Nile perch is that it is not a species endemic to Lake Vic- 
toria, having been introduced into the Lake in the 1950s. Others, however, argue 
that Nile perch was endemic in Lake Victoria, becoming extinct when the Lake 
dried up in the Miocene period (Beadle, 1962). An argument for allowing Nile 
perch to be considered for possible ecolabelling was put forward by at least one of 
the regulatory agencies around the lake to the FAO during the technical discus- 
sions on the drafting of ecolabelling guidelines for inland waters. The argument 
was that even if it was a (re)introduced species, the ecological imbalance that it is 
alleged to have created was also due to other environmental and cyclical factors. 
Thus, Nile perch should be considered for ecolabelling provided that an appro- 
priate management system is in place. This is still under discussion within FAO’s 
Committee on Fisheries. But eventually it will be down to MSC’s own board to 
decide whether they will accept Nile perch from Lake Victoria, given its poor 
image internationally (although this has not discouraged MSC from certifying 
New Zealand Hoki or South Georgia Patagonian toothfish which also had bad 
sustainability records, see Ponte 2008). 

Source: http://www.naturland.de/naturlandwildfish.html. 

Interviews with Vicfish manager, 9 January 2008 and 18 June 2008. 
http://www.naturland.de/8496.html. 

At the landing sites, the most pressing of these were the lack of a ‘sanctioned 
fishermen and boat owners list’ and of a policy for inclusion in such a list, inade- 
quate assessment of volumes of fish landed and lack of identification of approved 
fishers when landing fish. At the level of processing plant, issues related to social 
standards for casual workers. The applicability of such standards to fishers also 
arose (source: http://www.naturland.de/8496.html). 
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European Food Safety Regulation 
and Developing Countries’ 
Regulatory Problems and Possibilities 


Morten Broberg 


Introduction 


A large number of developing countries are highly dependent upon exports 
of agricultural products and for many of these countries the European Union 
is the primary export market. For decades, however, the EU’s market for agri- 
cultural products was protected by high tariff barriers. These barriers were 
vigorously criticized; not least due to their adverse effects on developing 
countries’ exports. Today the tariff barriers have been lowered, but in their 
place a regime of stringent food safety requirements (‘sanitary and phytosan- 
itary’ or ‘SPS’ requirements) has taken shape (Ramaswamy and Viswanathan, 
2007, 124). 

This chapter provides a legal analysis of some important aspects of the EU’s 
food safety regime and its consequences for developing countries. The objec- 
tive is twofold, namely to identify those legal measures that cause the most 
problems for developing countries’ exporters of food products and to point 
to possible solutions. 

In the second section, the chapter provides an outline of the EU’s food 
safety regime. Next, in the third section, the barriers to imports of foodstuffs 
from developing countries created by the food safety regime are identified. 
The chapter goes on, in the fourth section, to examine different ways of 
overcoming the barriers. Finally, perspectives for the future are considered. 


The EU’s food safety regime 


The EU’s food safety regime essentially prohibits food that is unsafe — for 
example injurious to health or otherwise unfit for human consumption — 
from being placed on the market. However, when a food product has been 
produced in compliance with specific EU provisions for food safety, the prod- 
uct will be deemed to be safe (Regulation 178/2002, Article 14(7)). This in 
itself is a strong incentive for food businesses to comply with the food safety 
regime, since in this way they can avoid liability. 
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Moreover, it is the responsibility of the food business operator, that is, the 
person controlling the food business, to ensure compliance with the appli- 
cable food law requirements. The obligation of ensuring that food products 
are safe is thus firmly placed with the food business operators, not public 
authorities. 

EU food safety requirements have been established in a European context. 
This means, for example, that limit values for naturally occurring toxins (for 
example, mycotoxins) are normally set according to what can be required 
from a European food business operating in a European climate, that cer- 
tification requirements are based on the premise that businesses have easy 
access to accredited laboratories — which is not always the situation in devel- 
oping countries - and that the level of administrative competence of food 
businesses as well as public authorities is fairly sophisticated. 

In order for imported food products to be marketed in the EU, they must 
comply with its food safety requirements or with conditions recognized by 
it to be at least equivalent (Regulation 178/2002, Article 11). Although the 
Member State authorities and the EU have the power to carry out control 
inside the EU, they do not have such power regarding food businesses in 
third countries. The EU therefore has either to rely on the food safety control 
carried out by the third country authorities (Regulation 882/2004, Article 
47) or to require the food products to be controlled upon importation (see 
for example Regulation 882/2004, Chapter V). When a third country has 
presented information substantiating that its national food safety control 
complies with or is equivalent to the EU’s food safety requirements, the Euro- 
pean Commission may carry out official controls in the third country to 
verify ‘the compliance or equivalence of third-country legislation and sys- 
tems with Community feed and food law and Community animal health 
legislation’ (Regulation 882/2004, Article 46).! 

When a EU food business operator imports food products, the importer 
may presume these to be safe if the exporting third country has been for- 
mally recognized as having a food safety control system that either complies 
with or is equivalent to the EU system. In this situation the fact that the 
food product originates in a third country is immaterial. In contrast, if the 
third country has not been so recognized, Article 17 of Regulation 178/2002 
requires the EU importer to ensure that the food products satisfy the rele- 
vant requirements of food law, and to verify that such requirements are met 
(Graffham, 2006, 5). 


Identifying the barriers 


Overview 


In the following we set out to identify the most important barriers to imports 
from developing countries to the EU. First, the requirements that apply to 
the composition of the food product as such are considered. This is followed 
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by an examination of the requirements regarding the processes under which 
the food is produced. Next, the examination turns to the authorization 
requirements that may apply and then to some more technical require- 
ments regarding the control of imports of food products which may pose 
substantive hindrances. Finally, the issue of private food safety requirements 
is briefly considered. 


Composition of food - setting the limit values 


Most food products are made up of several different ingredients. Conven- 
tional ingredients with a history of safe use in the EU may be used freely. 
Other food product components may only be used to the extent that it has 
been considered safe to do so. To this end, the EU has established extensive 
legislation. 

Any food product may contain components that are partly or wholly 
undesirable. Broadly speaking, two categories of such components may be 
distinguished: on the one hand, we have additives such as colours, sweet- 
eners and flavourings that are intended to be part of the final food product. 
On the other hand, we have naturally occurring toxins such as mycotox- 
ins, pathogenic bacteria such as salmonellae and residues of, for example, 
pesticides or veterinary drugs which all are unwanted in the final product, 
but which may be difficult to avoid completely. Originally, limit values for 
these types of components were laid down by the individual Member State, 
but over the years further limit values have been established by the EU. 
Whilst the early EU limit values often appeared to be rather arbitrary, the 
contemporary limit values are scientifically founded. 

When setting limit values, an important objective is always to secure that 
the food product is safe for the consumer. When a food safety issue is covered 
by an international standard, the EU takes this into consideration, unless it 
finds the standard to be ineffective or inappropriate (Regulation 178/2002, 
Article 5(3)). 

The EU applies slightly different methods for establishing limit values with 
regard to the different types of unwanted components, but in general the 
following approach is applied. First, an acceptable daily intake (ADI) must be 
identified, that is, the highest daily dose of the component in question that 
a human may consume without suffering any adverse effects when viewed 
over a lifetime. Normally, to establish the ADI, experimental animals are 
used to establish what is termed the no observed adverse effects level (NOAEL). 
The NOAEL value will then be adjusted by an appropriate safety factor to 
take into account the difference in sensitivity between the experimental ani- 
mal and humans as well as the difference in sensitivity between different 
individuals (see for example Regulation 429/2008, Annex II, para. 3.2.3.1). 
For pesticide residues, the NOAEL will usually be divided by 100 to establish 
the ADI (van der Meulen and van der Velde 2008, 369). 
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The ADI relates solely to a specific unwanted substance such as a pesti- 
cide or veterinary drug. However, the ADI must be translated into maximum 
residue limits (MRL) for the different food products. An MRL is established by 
the authorities for those food products where the unwanted substance may 
appear. When setting the MRLs for different food products, a consumer’s 
combined total intake of the unwanted substance must not exceed the ADI. 
To this end the authorities base themselves upon consumer intake models, 
which take into account the type and quantity of the different food prod- 
ucts consumed by Europeans (as well as by the various national populations 
and sub-populations in Europe). This leaves a fair margin of discretion to 
the authorities. For example, if the combined MRLs surpass the ADI for the 
substance, it will be necessary to lower the MRLs for one or more products — 
and in this respect it may seem natural for the authorities to take account 
of industrial policy considerations when deciding which product(s) must 
comply with a stricter MRL. 

If the combined MRLs fall below the ADI, it could be argued that there is 
room for increasing the MRLs for certain products without harming the con- 
sumer. However, the EU applies a ‘double barrier’ when laying down its limit 
values. This means that in addition to calculating the MRLs of unwanted 
substances in various food products it also identifies the as low as reasonably 
achievable-level (ALARA) for these products; this is typically the level that can 
be achieved when the farmer applies good agricultural practices (GAP) when 
using the substance. Therefore, even if in principle the ADI allows for an 
increase of some MRLs, the Community will not make such increase if it 
means exceeding the ALARA-level (Regulation 1881/2006, recital 4). 

The consequences of changing a limit value may be significant. For exam- 
ple, in 2001, the European Community drastically reduced the MRL for a 
pesticide commonly used for de-greening pineapples. Ghanaian exporters 
did not take notice of this change and so their pineapples were rejected at 
point of entry to the European Community. Had the shipments arrived just 
a few days earlier, the pineapple would have been allowed to be imported 
and sold in the Community (Graffham, 2006, 18). 

Applying both an ALARA and an ADI (MRL) requirement may help pre- 
vent the European consumer being exposed to unhealthy levels of the 
various components, but at the same time it may constitute a real prob- 
lem for developing countries: the limits are based upon what is possible 
in a European context. Thus, it may be that in Europe it is only neces- 
sary to use a limited amount of a given pesticide whereas in the tropics a 
higher dose is required, leading to a higher residue level. If the EU’s limit 
value is difficult to meet for a tropical producer, this may hinder exports 
to the European market - even if the intake by Europeans of the unwanted 
substance from the imported product together with the intake from the con- 
sumption of other food products would fall well below the ADI - that is, the 
level that gives rise to toxicological concerns. 
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In cases where a food product contains a component for which no limit 
value has been established and where the component is not a conventional 
one with a history of safe use within the EU the maximum residue level is set 
by default at the limit of determination; LOD (Cerrex, 2003, 34). Essentially, 
the ‘limit of determination’ is equivalent to the application of ‘zero toler- 
ance’, since the food product may not be marketed in the Community if the 
substance is detected. Frequently, setting the MRL at LOD will preclude the 
use of the substance on the crop in question (Hirst, 2001; Willems et al., 
2005, 16). The problem is, however, that since developing countries are less 
attractive markets for pesticide manufacturers than the EU, manufacturers 
have much less incentive to carry out the required trial work to establish (or 
to increase) the MRL for pesticides to be used on developing country crops 
(Jooste et al., 2003, 268). This lack of commercial incentive to bear the costs 
of trial work for establishing MRLs is particularly apparent with regard to 
the older, generic pesticides. But it is precisely these pesticides that are most 
likely to be used by poor farmers. Consequently, for a number of pesticides, 
the MRLs have been set at LOD with respect to a wide range of tropical crops 
(Hirst, 2001; Wilson and Abiola, 2003b, xxxvii). 

Further problems arise when different export markets apply conflicting 
limit values; or apply diverging process requirements, as illustrated in the 
following section. 


Process requirements 


With the increased focus on food safety has come a shift towards process 
requirements (Josling et al., 2004, 104). This shift is clearly reflected in the 
EU food safety regime, which to an appreciable extent lays down strin- 
gent rules on managing the production, processing and distribution of food 
products, primarily through hygiene obligations and the duty to establish 
a traceability system. These requirements place a very considerable burden 
on all food businesses; a burden that is particularly felt by small businesses 
in developing countries (Bernauer and Caduff, 2006, 91; Wilson and Abiola, 
2003b, xxxix; see also OECD 2006, 30). 

For years, the EU has imposed extensive hygiene requirements on produc- 
ers of animal origin food producers. In 2004, extensive hygiene requirements 
were also applied to food products of non-animal origin through the adop- 
tion of the so-called ‘hygiene package’, a common regulatory framework 
providing measures and conditions to control hazards in the production 
of food and to ensure that foodstuffs are fit for human consumption. The 
‘package’ lays down specific requirements, based on good manufacturing 
practices, which food businesses must satisfy at all stages of production, 
processing and distribution if food products are to be sold in the EU. 

Perhaps the most important part of the ‘hygiene package’ is that it requires 
all food business operators, with the exception of primary producers, to ‘put 
in place, implement and maintain a permanent procedure or procedures 
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based on the HACCP principles’ (Regulation 852/2004, Article 5). HACCP is 
a systematic preventive approach aimed at identifying potential food safety 
hazards so that certain predefined actions can be taken to reduce or eliminate 
the risk of a hazard arising. 

The EU’s HACCP system requirements encompass the following seven 
steps: 


e Identifying any hazards that must be prevented, eliminated or reduced to 
acceptable levels. 

e Identifying the critical control points at the steps at which control is 
essential to prevent or eliminate a hazard or reduce it to acceptable levels. 

e Establishing critical limits at critical control points, which distinguish 
acceptability from unacceptability for the prevention, elimination or 
reduction of identified hazards. 

e Establishing and implementing effective monitoring procedures at criti- 
cal control points. 

e Establishing corrective actions when monitoring indicates that a critical 
control point is not under control. 

e Establishing procedures which shall be carried out regularly to verify the 
effective working of the measures outlined above. 

e Maintaining documents and records commensurate with the nature and 
size of the food business to demonstrate the effective application of the 
above measures. 


Food business operators in the EU must be able to provide evidence of 
compliance with the HACCP procedures to the competent Member State 
authorities (Regulation 852/2004, Article 5(4)). As already noted, primary 
producers are not obliged to put into place a HACCP system (Regula- 
tion 852/2004, Article 5(3)); instead they must comply with some less 
far-reaching hygiene provisions (Regulation 852/2004, Annex I). 

Hygiene requirements constitute a particularly heavy burden, not least on 
small and medium-sized enterprises in developing countries (Schillhorn van 
Veen, 2005, 494-495; Jaffee and Henson, 2005, 99; COLEACP-PIP, 2005, 67; 
Wilson and Abiola, 2003a, xx and xxi; Nyangito et al., 2003, 52). Moreover, 
there are reasons to assume that the marginal costs of implementing HACCP 
are higher in developing countries than in industrialized ones (Unnevehr 
and Jensen, 1999, 632). Equally, a developing country food producer is likely 
to find it more burdensome to comply with different systems of food safety 
requirements — for example, different public standards in the United States 
and Europe or differences between public and private standards — than a food 
producer in an industrialized country (Wilson, 2002, 438; see also Wilson 
and Abiola, 2003b, xxxv—-xxxvi). Compliance with food safety procedures 
may therefore impose prohibitive costs on developing country food produc- 
ers and governments (Wilson and Abiola, 2003a, xxiii; Wilson and Abiola, 
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2003b, xxxviii-xxxix; Roberts et al., 2004, 339) and in countries where it is 
not possible to certify HACCP systems, or where it is otherwise not possible 
to meet the process requirements, production of food products for export 
may be discouraged (Unnevehr and Jensen, 1999, 632; Jaffee and Henson, 
2005, 103). Costs of compliance may, however, vary widely between firms 
according to prevailing standards and firm size (Henson and Jaffee, 2006, 
605-606). 

If a food business operator discovers a hazard, it is required to take cor- 
rective action. For example, this is the case under the HACCP procedure 
when a critical control point is not under control. If, however, the hazard 
requiring corrective action is only uncovered after the food product has been 
passed on in the food chain, the potentially unsafe product must be traced in 
order to be able to recall it from the market (European Commission, 2000c). 
To this end, Regulation 178/2002 requires that all food business operators 
are able ‘to trace and follow a food, feed, food-producing animal or sub- 
stance intended to be, or expected to be incorporated into a food or feed, 
through all stages of production, processing and distribution’ (Regulation 
178/2002, Articles 3(15) and 18(1)). Thus, each food business operator must 
have in place a system to identify any supplier of a food stuff, feed stuff, 
food-producing animal or substance that is to be incorporated into a food or 
feed product as well as to identify the other businesses to which the business 
operator’s products have been supplied. In other words, all food businesses 
in the food chain must know from where they have obtained all supplies 
and to whom they have sold any products that may be used in a food or 
feed product. Moreover, the food business operators must have in place sys- 
tems and procedures which allow for this information to be made available 
to the competent authorities on demand. 

Maintaining a traceability system fulfilling these requirements places an 
appreciable burden upon food business operators (Wijnands et al., 2006, 90). 
However, the EU Standing Committee on the Food Chain and Animal Health 
has held that the traceability requirement only applies from entry into the 
EU (Standing Committee on the Food Chain and Animal Health, 2004, 11 
and 27). Formally speaking, the requirement therefore is only a burden to 
EU food business operators. Nevertheless, the onus that the new food safety 
regime places on food business operators arguably means that EU importers 
of food products will only buy from third country food businesses that can 
guarantee product traceability (Graffham, 2006, 6; Cerrex, 2003, 31-32). 


Authorization requirements 


In a number of situations marketing of foodstuffs requires prior authoriza- 
tion from the authorities. Such authorization may relate to the ingredients 
of the food product (that is the product as such), or it may concern those 
producing the product (that is the processing of the product). 
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Product authorization 


As observed earlier, conventional ingredients with a history of safe use in 
the EU may be used freely. For other ingredients authorization must first 
be obtained, however. This means that it is only possible to export food 
products containing such ingredients if authorization has been obtained. 

The EU has established so-called positive lists regarding additives (anti- 
oxidants, preservatives, colours, sweeteners and so on) and food supple- 
ments (vitamins, minerals and so on). These lists set out which additives 
and supplements may be used in what food products and they frequently 
also set the maximum level for the additive or supplement. The lists are 
exhaustive, meaning that if an additive or supplement is not on the relevant 
list, it may not be used. In order to be added to one of the positive lists, an 
additive must first undergo a safety assessment by the European Food Safety 
Authority (EFSA), whereupon the EU legislator must amend the relevant list 
(Directive 94/35, Article 7; Directive 94/36, Article 5; Directive 95/2, Arti- 
cle 6). In contrast, a supplement can be added to the positive list through a 
much more accessible procedure than for additives — and a safety assessment 
by EFSA is not required unless the product can have an effect upon public 
health (Directive 2002/46, Articles 5(4), 13 and 14). Hence, if a food busi- 
ness wants to use an additive or supplement that is not on the positive list, 
it must apply for authorization. The authorization requirement necessarily 
constitutes a barrier to sales — albeit presumably not a significant one for 
developing country food businesses, first, because the use of additives and 
supplements is more widespread among food businesses in industrialized 
countries and, second, because authorization of an additive or supplement is 
generic in nature — meaning that when the additive or supplement has been 
added to the positive list, all producers may use the additive or supplement 
in accordance with the conditions laid down in the positive list in question. 

Also, so-called novel foods, which are regulated by the Novel Food Regu- 
lation (Regulation 258/97, see particularly Article 1(2) og 3(1)), require prior 
authorization before being marketed in the EU. ‘Novel’ in this context not 
only means food products that are the result of technical innovation, but 
also refers to food products that may have been known and consumed for 
centuries, but which are new to the EU. Therefore, food products that may 
have a long history of safe use in a third country may not be exported 
to the EU without a prior safety assessment followed by an authorization. 
Hence, in order to market ‘exotic’ food products such as noni juice from 
Southeast Asia (European Commission, 2003), authorization must first be 
obtained. The noni juice decision took 3 years, and the scientific assessment 
included laboratory animal studies for toxicity, genotoxicity and allergenic- 
ity; in other words, obtaining authorization was both time consuming and 
costly (Moorhead, 2007). If the applicant is unable to produce the required 
data, authorization will be refused. 
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In contrast to the regimes that apply to additives and supplements, an 
authorization for a novel food product is not generic in nature, but gives 
only the applicant the right to market the ‘novel food’ in question. As a 
consequence, if another food business wants to market the same (novel) 
food product, it must submit a new application; however, in this situation, 
a much-simplified procedure applies. 

The rules for novel food constitute a substantive barrier to a number 
of food products from developing countries (Neville Craddock Associates, 
2005); and several developing countries have pointed out that it is hard to 
understand, first, why old and well-tried food products are treated exactly 
like untested products and, second, why the Novel Foods Regulation does 
not apply the same system of generic authorization used for supplements 
and additives (Fletcher, 2007). Apparently, the European Commission has 
acknowledged these criticisms and has tabled a proposal for amending the 
Novel Foods Regulation (European Commission, 2007). According to this 
proposal, the authorization of novel foods shall, as a main rule, be generic 
and a simplified procedure shall apply for ‘exotic’ novel foods so that a 
notification will be sufficient regarding foods with a history of safe use out- 
side the EU. By March 2009, this proposal had passed its first reading in 
the European Parliament, but was still some way from adoption (Starling, 
2009). 


Food producer authorizations 


Authorization requirements may also apply to food businesses as such — that 
is to those processing food. In this regard, the EU’s food safety regime again 
draws on the distinction between food products of animal origin and food 
products of non-animal origin: food products of animal origin may only 
be exported to the EU if the third country appears on a list established by 
the EU and, in most cases, if the third country food businesses appear on 
a list approved by the EU. It is for the EU importer to ensure that these 
requirements are met with regard to imported food products (Regulation 
853/2004, Article 6). In contrast, for food products of non-animal origin, 
there is no general requirement that third countries must appear on a list 
to be eligible for export of such food products and, in many cases, it is suf- 
ficient that the exporting food businesses in the third country are known 
to and accepted as suppliers by importers of food into the EU (European 
Commission, 2006d, 10). 

That food businesses handling food products of animal origin must appear 
on a list drawn up by the European Commission is laid down in Regulation 
853/2004 - which is part of the Hygiene Package. In order to be placed on 
this list, the competent authority in the third country must provide guar- 
antees that the establishment in question complies with the relevant EU 
requirements or with requirements that are equivalent thereto, that official 
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inspections supervise compliance with the requirements and that it is pos- 
sible to stop the third country establishment from exporting to the EU if 
it fails to meet the requirements (Regulation 854/2004, Article 12). More- 
over, special provisions are laid down for fish and certain seafood products 
(Regulation 854/004, Articles 13 and 15). 

It follows from the above that in order to be able to export food products of 
animal origin to the EU, a food business must not only fulfil the EU’s hygiene 
requirements or the equivalent, but the third country authorities must also 
be able to efficiently supervise that the third country food business duly 
complies with the requirements. For food businesses (and governments) in 
developing countries these requirements may create substantial difficulties. 


Control requirements 


Food businesses situated within the EU are subject to official controls by the 
relevant Member State authorities, which are in turn subject to control by 
the European Commission. In contrast, third country food businesses are 
outside the jurisdiction of both the Member States and the European Com- 
mission. Exports of food products to the EU may however be conditional 
upon the third country producer being subject to efficient controls and upon 
the European Commission (FVO) being permitted to carry out official con- 
trols in the third country (Regulation 882/2004, Article 46; van der Meulen 
and van der Velde, 2008, 408; COLEACP-PIP, 2005, 18-20 and 24-25). The 
costs of such systems of control may be beyond the means of many of the 
poorest developing countries (Jaffee and Henson, 2005, 103). 


Control in the third country 


When importing food products of non-animal origin — that is food products 
where no prior authorization is required before importation — it is incumbent 
upon the EU importer to ensure compliance with the relevant European food 
law requirements or with conditions recognized as equivalent (European 
Commission, 2006d, 15). As already explained, primary producers are not 
required to put into place a HACCP system, but only have to comply with 
some less far-reaching hygiene provisions (Regulation 852/2004, Annex I). 
There is no obligation to have this compliance certified, but a third coun- 
try primary producer must keep documentary evidence, including accurate 
records, and provide them to the EU importer on request (Graffham, 2006, 
13). Where there is an obligation to apply a HACCP system, third country 
food businesses are also required to keep documentary evidence of this and 
to make this available to the EU importer on request. In addition, the EU 
importer will often require the third country food business to submit to a 
recognized and independent certification scheme (Graffham, 2006, 13). 
Control requirements can include an obligation to produce laboratory 
certification that the food product complies with certain requirements. For 
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example, where a food business exports chilli or chilli products to the EU, 
each consignment must be accompanied by an original analytical report 
demonstrating that there is no Sudan Red in the product. Sudan Red is a 
colouring that may be used to colour chilli in certain South-Asian countries, 
but which is illegal to use in the EU(Commission Decision 2005/402; see also 
COM(2009)17 Final and Draft Regulation of 13 March 2009, Recital 8 and 
Article 15). From a food safety point of view, this type of requirement seems 
well-founded, but is difficult to comply with where there is only limited 
access to accredited laboratories competent to carry out the certification — 
as is the case in some developing countries (COLEACP-PIP, 2005, 4 and 89; 
Wilson and Abiola, 2003a, xxiii; Nyangito et al., 2003, 57). Indeed lack of 
test facilities, or at least of well-functioning and efficient ones, appears to 
be a general problem in connection with implementation of standards in 
developing countries (Chapter 3 in this volume; El-Tawil, 2002, 4; see also 
Cerrex, 2003, 64). To some extent the European Commission has addressed 
this problem by adopting Regulation 2076/2005, which in Article 18 grants a 
transitional period of 4 years (expiring on 31 December 2009) during which 
time laboratories in third countries can adapt to the new situation. 

Also, the laboratory certification costs may be very substantial relative to 
the total value of the certified batch, thus reducing small exporters’ incen- 
tive to export to the EU (Jaffee and Henson, 2005, 96, 99 and 112). This 
is particularly likely to be the case where a food business in a developing 
country relies on several small sub-suppliers: testing the supplies from each 
sub-supplier may be prohibitively expensive. On the other hand, testing all 
supplies together can be problematic where the test uncovers the presence 
of an unwanted substance, since it may prove impossible to exclude only 
the polluted part so that all supplies will be considered to be polluted. The 
point made here is not that this testing is unjustifiable; rather it is that it 
can be particularly burdensome for supply systems relying on several small 
sub-suppliers as is often the case in developing countries. 


Control upon importation into the EU 


EU food safety legislation not only provides for control in the country of 
export, but also for control of food products in connection with import. The 
Member State food safety authorities are responsible for this control, which 
may take many forms (Regulation 882/2004, Article 10(1)). In this respect, 
sampling and analysis deserve particular attention, since what may appear to 
be only minor changes in a sample plan or in a method of analysis may have 
important consequences for access to the European market. The reason is 
that if just a tiny part of a batch of a food product is found to be unsafe, then 
the whole batch is regarded as unsafe (Regulation 178/2002, Article 14(6)). 
Therefore, if the authorities change their sampling plan to one that is more 
likely to uncover transgressions of the limit values, this will make it more 
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difficult for the exporter to pass the control. The same is true with regard to 
improvements in laboratory testing methods. This is particularly so where 
the EU applies a zero tolerance approach (in practice: limit of determination 
or ‘LOD’), since this essentially means that the limit value is set at what is 
measurable. Therefore any improvement in the possibility of detecting such 
a substance will be a de facto lowering of the limit value. 

There is an abundance of evidence showing the importance of sampling 
and analysis methods; thus, for example, in a comparison of sampling plans 
used in the United States, United Kingdom and the Netherlands to test raw 
shelled peanuts for aflatoxins, it was found that the Dutch plan rejected 
the most lots, whereas the US plan accepted the most. The UK’s plan was 
somewhere between the other two, but it was also the plan that accepted 
the greatest number of bad lots. The contemporary EU sampling plan is to 
a large extent based on the Dutch plan (Gilbert and Vargas, 2005, 239). In 
order to limit the variations between controls in the different Member States, 
the EU has issued specific rules for how to carry out sampling and subsequent 
analysis. 

As is clearly seen from the above, not only tightened limit values 
can impede developing countries’ exports. Changes in control methods — 
particularly with respect to sampling and analysis - may have precisely the 
same effect. 


The role of private standards 


When a large European supermarket chain imports food products into the 
EU, it is done under a contract specifying inter alia price, quantity and time 
and place of delivery. Moreover, the contract (not necessarily written) often 
also specifies quality requirements, including requirements on food safety. 
These food safety requirements generally go further than what is required 
by law, for example by laying down stricter MRLs, requiring certification 
or requiring full traceability. Often, private standards are established by 
private associations that cover a substantial number of distributors in the 
European Community. The most important of these include GlobalGAP (for- 
merly EurepGAP), established by the EuroRetailer Produce Working Group; 
BRC, established by British Retailer Consortium; and IFS, run by the German 
Hauptverband des Deutschen Einzelhandels and the French Fédération des 
enterprises du commerce et de la distribution. These private food safety 
requirements impose an additional burden on the food businesses in devel- 
oping countries; and sometimes this burden can be much heavier than that 
imposed by public food safety legislation. 

Moreover, private food safety requirements may render de facto the pub- 
lic food safety legislation somewhat superfluous. For example, the EU does 
not require primary producers to put in place a HACCP system, but this is 
only of importance as long as the private standards do not require primary 
producers to put such a system in place. In other words, even if the EU were 
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persuaded to adapt its food safety legislation to the situation existing in the 
developing countries, this would only have a real effect to the extent that 
public requirements are not simply replaced by private ones. It has, how- 
ever, been pointed out that private standards are often closely related to 
public requirements — for instance, by ‘plugging’ gaps in regulatory controls 
(Henson and Humphrey, 2008, 11). Private standards therefore curtail the 
European Community’s possibilities to ease developing countries’ access to 
the European market. 

While it is true that private standards often constitute an additional bur- 
den on food businesses wishing to sell in the EU, it is also important to 
recognize that some of these standards are better tailored to the circum- 
stances facing these businesses than public standards; at least with regard 
to flexibility regarding certification. The reason is that a number of pri- 
vate standards are developed in close cooperation with businesses and other 
stakeholders affected by the standards and that they are regularly reviewed 
and revised. The primary objective of these standards is not to keep unsafe 
products out of the market, but rather to make sure that the products arriv- 
ing in the market are safe. Perhaps the EU could draw inspiration from 
the private standards’ willingness to establish less burdensome certification 
requirements vis-à-vis small businesses in order to take into account the more 
limited resources available to these businesses (van der Meulen and van der 
Velde, 2008, 499; Garcia Martinez and Poole, 2009, 22). 


Overcoming the barriers 


As is clear from the preceding discussion, European food safety requirements 
constitute an important barrier to imports of food products from developing 
countries. The question therefore arises as to how developing countries may 
overcome this barrier. Essentially, there are three different ways: (i) dismiss- 
ing the barriers, (ii) lowering the barriers or (iii) surmounting the barriers. 
This section considers each of these three routes. 


Dismissing the barriers 


There seems to be only one realistic way to dismiss EU food safety require- 
ments, namely if it is possible to find them to be illegal. The EU is founded 
on law and on several occasions the European Court of Justice has proved 
itself ready to annul EU legal acts in conflict with fundamental EU law 
principles. 

The EU undoubtedly has the power to adopt legislation for food safety, 
so it is not possible to dismiss its entire food safety regime. However, it 
may be possible to annul individual legal acts that lay down food safety 
requirements — or parts of these acts. In this respect, three legal arguments 
appear particularly relevant, namely: (i) the duty to take development of 
developing countries into account in all EU policies that may affect these 
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countries; (ii) the duty to observe the proportionality principle; and (iii) the 
duty to comply with international law (including WTO law). These three 
arguments are examined below. 


Duty to take account of the development of developing countries 


According to Article 178 of the EC Treaty, the EU shall take into account 
its development cooperation objectives, as laid down in Article 177, in 
the policies that it implements and which are likely to affect develop- 
ing countries. This means that when adopting food safety legislation, the 
EU must take into account the sustainable economic and social devel- 
opment of developing countries, and more particularly least developed 
countries. Moreover, it must strive to reduce poverty in developing coun- 
tries as well as to ensure their smooth integration into the world economy. 
To some extent this has been reflected, for example, in the EU’s Economic 
Partnership Agreement (EPA) with the CARIFORUM countries. The agree- 
ment contains a chapter on SPS measures which aims to facilitate trade 
between the parties. The most important part of the chapter deals with 
the provision of assistance in order to improve the CARIFORUM countries’ 
capacity to address potential disruptions to trade and achieve equivalence 
and/or compliance with EU requirements. The agreement requires the EU to 
cooperate to reinforce regional integration, to improve monitoring, imple- 
mentation and enforcement of SPS measures through capacity building 
activities, and support public and private sector partnerships. This includes 
expertise sharing, training and information for regulatory personnel, capac- 
ity development for the private sector and cooperation in international 
bodies.” 

According to a strict reading of Articles 177 and 178, the EU must pay due 
attention to the needs of developing countries when laying down food safety 
requirements for selling food products in Europe. It has, however, only been 
possible to identify one example of this: 

The introduction in 1998 of strict limit values for different types of afla- 
toxins in nuts and dried fruit was met with strong criticism for causing 
significant problems in developing countries whilst only producing limited 
benefits in the EU. Subsequently, the EFSA was asked to carry out a new study 
of the problems related to aflatoxins in nuts. EFSA found that increasing the 
limit value for total aflatoxins from the Community’s 1998-limit-value of 
4 wg/kg to 8 or 10 pg/kg would result in an increase in average total dietary 
exposure to aflatoxins in the region of 1 per cent, that is, it would have only 
rather minor effects. However, such an increase was likely to allow up to 
6 per cent additional consignments of nuts onto the European market. EFSA 
also found that reducing the population’s total dietary exposure to aflatoxins 
could be achieved firstly by improving the control system so as to reduce the 
number of highly contaminated nuts and dried fruit reaching the European 
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market and secondly by reducing exposure from food sources other than 
nuts (EFSA, 2007). 

The above aflatoxins example seems to be the exception that proves the 
rule. In general, Articles 177 and 178 appear to have been almost completely 
overlooked by the EU, and it seems rather unlikely that the European Court 
of Justice would be ready to strike down a food safety measure on the basis 
that it contravenes Articles 177 and 178. 


The principle of proportionality 


Proportionality essentially allows the Court of Justice to review not only the 
legality, but also (to some extent) the merits of legislative and administrative 
measures. The proportionality principle is composed of three cumulative 
tests. Measures must be: (i) suitable to achieve the legitimate aim (that is, 
it is possible to achieve the stated aim through the use of the measure); (ii) 
necessary to achieve that aim (that is, no other less restrictive means are avail- 
able); and (iii) they must be proportionate stricto sensu (that is, not produce 
any excessive effects on the interests of those affected by it). 

Arguably, parts of the EU food safety regime would face difficulties if mea- 
sured against the principle of proportionality (Broberg, 2008, 83). Thus, a 
number of measures appear to impose excessively and prohibitively strict cri- 
teria upon food producers in developing countries (Cerrex, 2003, 66; Neville 
Craddock Associates, 2005, 38; COLEACP-PIP, 2005, 68). This may not only 
conflict with the proportionality principle, but also with the rather simi- 
lar necessity principle laid down in Articles 2(2) and 5(6) of the WTO SPS 
Agreement, which state that food safety requirements may be applied only 
to the extent necessary to protect human, animal or plant life or health. The 
question remains, however, whether in the EU’s application of the princi- 
ple of proportionality consequences occurring outside the EU have the same 
weight as those occurring inside. 

In conclusion, it may be possible to strike down some particularly bur- 
densome EU food safety measures for infringing on the proportionality 
principle, although it remains an open question what weight would be 
attributed to those consequences that occur outside the EU. 


International law obligations 


The EU is bound by international law (Broberg, 2000, 175). Consequently, 
this should mean that its food safety regime must be adapted when it 
conflicts with the EU’s international law obligations. 

As a member of the WTO, the EU is bound by the WTO Agreement on the 
Application of Sanitary and Phytosanitary Measures (the SPS Agreement), 
which regulates members’ access to laying down rules on food safety. EU 
food safety measures must therefore comply with these WTO obligations. In 
this respect, it is of particular importance that the SPS Agreement not only 
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encourages international harmonization in the field of food safety but that it 
also lays down the rule that if a WTO member decides not to use an existing 
international standard, any alternative measure used by the member must be 
based on proper risk assessment and be subject to a range of other conditions 
set out in Article 5 of the SPS Agreement. This limits the EU’s possibilities to 
introduce ever stricter requirements. 

EU food safety measures have been challenged under the SPS Agreement 
on a number of occasions; most famously in the so-called hormone beef 
cases. Developing countries have rarely been among the challengers, how- 
ever (Scott, 2007, 306). In those instances where developing countries have 
challenged industrialized countries’ SPS measures, this has concerned only 
a handful of emerging economies which do not include any LDCs (see 
Table 10.1 and World Bank, 2005, 42). This is probably not due to lack of 
appropriate occasions to make such challenges, but rather to lack of exper- 
tise and internal capacity, the costs associated with this type of litigation, 
fears of retaliation as well as the uncertain benefits to be derived from such 
a challenge (Scott, 2007, 307; Henson and Loader, 2001, 97; Wilson and 
Abiola, 2003b, xxxv). 

The rising importance of private standards and the barriers these can cre- 
ate for developing countries’ exports have caused these countries to query 
the lawfulness of such standards under the SPS Agreement (Scott, 2007, 
304-306; Stanton and Wolff, 2009, 6-9). In principle the WTO Agreement — 
and the SPS Agreement - only impose obligations upon States that are sig- 
natories to the Agreement, whereas private parties are not obligated by it. 
Therefore, the SPS Agreement only covers private standards to the extent 
that a State can be held responsible for such standards. In this regard it 
has been argued that particularly Article 13 of the SPS Agreement may 
be construed to imply an obligation on States to prevent private parties 
from introducing private food safety standards (WTO, 2007; Bridges Weekly, 
2008). The relevant part of the provision provides that ‘Members shall take 
such reasonable measures as may be available to them to ensure that non- 
governmental entities within their territories, as well as regional bodies in 
which relevant entities within their territories are members, comply with 
the relevant provisions of this Agreement’. The question of the application 
of the SPS Agreement to private standards has become a subject of discus- 
sion in the WTO’s Sanitary and Phytosanitary Measures Committee (WTO, 
2007; Bridges Weekly, 2008). No conclusion appears to have been reached 
until now, but arguably it seems very difficult to construe the SPS Agree- 
ment so that it generally also covers private standards (see also Scott, 2007, 
306). 

It is apparent that international law places important restrictions on the 
EU’s possibilities to introduce strict food safety measures. But it does not 
provide a means of fully or partly eliminating the barriers which this regime 
creates vis-à-vis developing countries’ food exports. 


Table 10.1 Members raising and supporting concerns with the European Community under WTO SPS Committee procedures, 
1995-2008 


Members 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 Total 
raising/supporting 


the concern 





Africa 1 1 1 3 1 7 
Asia 1 2 1 1 2 6 5 2 8 2 1 31 
Europe 2 1 3 
Middle Fast 1 1 1 3 
America (and Canada) 2 2 2 5 3 1 2 2 3 3 25 
Central and South 1 5 10 15 10 9 15 1 3 69 
America 
New Zealand and 1 2 3 2 1 1 10 
Australia 


ITT 
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Lowering the barriers 


The second way of strengthening developing countries’ access to the EU mar- 
ket for food products is by lowering food safety barriers. However, under 
the WTO Agreement’s MEN principle, a member of the WTO may not, 
as a general rule, require from any given WTO member conditions that 
are less advantageous than those it offers any other country (be it a WTO 
member or not). This means that if the EU wants to ease food safety require- 
ments with respect to imports from developing countries, it must either 
ease the requirements vis-à-vis all WTO members (developing as well as 
industrialized countries) or WTO law must allow for preferential treatment 
for developing countries. In fact, the SPS Agreement does allow for such 
‘special and differential treatment’ since in Article 10(2) it provides that: 
‘Where the appropriate level of sanitary or phytosanitary protection allows 
scope for the phased introduction of new sanitary or phytosanitary mea- 
sures, longer time frames for compliance should be accorded on products 
of interest to developing country Members so as to maintain opportunities 
for their exports.’ In other words, while the SPS Agreement does not allow 
the EU to establish lower MRLs or laxer sample plans for products only orig- 
inating in developing countries, it does allow it to introduce longer time 
frames for products of interest to these countries (see also Geboye Desta, 
2008, 120). Moreover, it may ease the requirements on (all) third country 
imports in order to assist developing countries; that is the requirements 
continue to apply to products originating in the EU, whereas imports are 
exempt. 

Actually, only to a limited extent has the EU eased developing countries’ 
access to the European market. An example is found in Article 50(1)(a) 
of Regulation 882/2004 concerning control of imports, empowering the 
EU Standing Committee on the Food Chain and Animal Health to estab- 
lish a phased introduction of import requirements regarding food products 
from developing countries, provided such phased introduction will have a 
demonstrable effect in ensuring that developing countries are able to comply 
with the provisions of Regulation 882/2004. 

Moreover, as has been observed earlier in the chapter, the Standing Com- 
mittee on the Food Chain and Animal Health has held that the traceability 
requirement only applies from when the food product crosses the EU border 
(Standing Committee on the Food Chain and Animal Health, 2004). This 
means that the requirement is primarily a burden to EU food business oper- 
ators, while formally exempting developing country — as well as other third 
country — food businesses. 

It appears that the EU has not taken other steps towards lowering 
the barriers for developing country food businesses. For example, Regula- 
tions 852/20004, 853/2004 and 854/2004 (which together with Regulation 
882/2004 make up the so-called ‘hygiene package’) make no reference 
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to developing countries. On the contrary, Regulation 852/2004 in Arti- 
cle 10 provides that third country food business operators exporting to 
the Community shall comply with the Community’s substantive hygiene 
requirements. 

Hence, the EU’s preferential treatment of developing countries in the field 
of food safety is rather insignificant. 


Surmounting the barriers 


The third way in which the EU can improve developing countries’ access 
to its market for food products is by helping developing countries meet its 
food safety requirements. In this respect it is important that not only the SPS 
Agreement, but also the EU’s own food safety regime requires it to provide 
technical assistance in the field of food safety. Thus, recital 44 of Regulation 
882/2004 provides: 

‘It is appropriate to take account of the special needs of developing coun- 
tries, and in particular of the least-developed countries, and to introduce 
measures to that effect. The Commission should be committed to support 
developing countries with regard to feed and food safety, which is an impor- 
tant element of human health and trade development. Such support should 
be organized in the context of the Community’s Development Cooperation 
Policy.’ 

Regulation 882/2004 also specifically provides for training of experts from 
developing countries in Articles 32(1)(d) and (2)(e), 50(2), and 51(2), Regula- 
tion 882/2004. In this respect, for example the European Commission ‘Better 
training for safer food’ initiative provides (also) for developing country par- 
ticipants to familiarize themselves with EU SPS requirements (European 
Commission, 2009d, 29 and 47). 

Moreover, of the approximately €2.5 billion which the EU provides annu- 
ally under its Aid for Trade initiative, in 2007 €110 million concerned 
SPS-related projects (Personal communication of 21 June 2009 with the 
Commission’s DG DEV). In addition, the Economic Partnership Agreements 
between the EU and different groups of ACP countries all provide for the 
establishment of specific task forces to address development needs, including 
cooperation in the field of SPS. Furthermore, most trade-related assistance 
projects funded by the EU have an SPS component. This overall approach is 
in line with Article 9 of the SPS Agreement which prescribes that WTO mem- 
bers shall ‘facilitate the provision of technical assistance to other Members, 
especially developing country Members’. 


Perspectives for the future 


Food safety will continue to be a challenge 


How will food safety requirements affect developing countries in the 
future, and what should be done to counter the problems caused by these 
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requirements? Three important considerations should be noted: (i) Food 
safety occupies a prominent role on the political agenda in industrial- 
ized countries and it appears unlikely that this will change within the 
foreseeable future. On the contrary, it appears more likely that the polit- 
ical attention food safety receives in high-income countries will percolate 
downwards, not only to middle-income but ultimately also to low-income 
countries. (ii) Private food safety standards play an increasingly important 
role, and nothing indicates that they will cease to exist; although we may 
expect them to undergo important changes. (iii) Many developing coun- 
tries are dependent upon food exports to industrialized countries and are 
likely to remain so dependent. For these developing countries, food safety 
requirements for the export markets will continue to be of considerable 
importance. 

It follows that industrialized countries’ food safety requirements will 
continue to be a challenge to food product exporters in developing 
countries. 


A need for increased coordination, communication and cooperation 


In order to improve the current situation, efforts should arguably be directed 
at three goals, namely: (i) coordination; (ii) communication; and (iii) 
cooperation. 

Over the last two decades, food safety rules have increased considerably, 
both in number and in scope. Some of these rules are formed by govern- 
ments at the international, regional or national level. Others are drawn up 
by private enterprises or associations of private enterprises. A food busi- 
ness that exports a given food product to the EU may thus have to comply 
with several different food safety requirements — some public and others pri- 
vate. If the very same product is also exported to, for instance, the United 
States, still other public and private food safety requirements are likely 
to apply. This multi-dimensional patchwork of regulatory measures places 
such pressure on food businesses that particularly the weaker ones — such 
as small producers in developing countries - may be unable to meet the 
requirements. Therefore, simplification of the fragmented standards through 
increased coordination between those issuing food safety requirements could 
be a significant improvement. 

Not only are the developing countries faced with an extensive patch- 
work of regulatory food safety measures, often food businesses and public 
authorities in developing countries have only limited knowledge about the 
requirements they must comply with when exporting (Wilson and Abiola, 
2003b, xxxvi; Henson et al., 2000, 44-45; Henson et al., 2004, 365-366; 
World Bank, 2005, xiii). This can lead to substantial problems, as illus- 
trated earlier with the Ghanaian pineapples case. It follows that there is 
a need to improve the communication of the different food safety require- 
ments, together with specific information about how to best comply with 
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these requirements. Whilst there seems to be a general need to improve 
communication in the field, arguably this need is particularly pronounced 
in developing countries — inter alia due to their more restricted access 
to relevant means of communication and to their linguistic and cultural 
differences from the EU.4 

Finally, there is a need for increased cooperation between those issuing 
food safety requirements and food businesses and authorities in develop- 
ing countries. Such cooperation includes technical assistance with regard 
to how best to comply with public and private food safety requirements 
whilst taking into account the conditions facing developing countries. It 
also involves the need to design food safety requirements in a way that 
takes due consideration of the circumstances under which food businesses 
work. Whereas the EU and other donors do provide technical assistance 
in the field of food safety to developing countries, it appears that public 
regulators only give limited consideration for the situation in developing 
countries when drafting food safety requirements. The EU should therefore 
learn from the experience of private standards, which are often developed 
in cooperation with the various stakeholders — including sometimes those in 
developing countries. In this way, requirements are likely to become more 
workable and, thus, accepted by those who have to work with them in 
practice. 


Appendix: Application of the European food safety regime 
and developing countries 


Ekaterina Bang-Andersen 


While the European Union has stringent food safety requirements on paper, 
the extent to which these comprise an import barrier for developing coun- 
tries depends, amongst other things, on how these regulations are applied 
in practice. This Appendix aims to illuminate this issue by providing a sum- 
mary account of how application of one aspect of the regime, namely the 
notification system, occurs across the Community. Notifications have been 
chosen as they are one of the few aspects of application of the regime where 
information is centrally available, through the Rapid Alert System for Food 
and Feed. 

Member States are required to raise alerts or make notifications for each 
new case arising from the detection of a health risk in one or more con- 
signment of food. Alerts and notifications fall into a number of categories. 
In cases of alerts, Member States must take rapid action to prevent food 
entering their markets, or to withdraw it from circulation if it is already 
present. However, alerts are relatively rare. Moreover, a clearer impression 
of the EU’s actions at its borders can be obtained by analysing other cate- 
gories of notification. ‘Information notifications’ refer to food, feed or food 


226 EU Food Safety Regulation 


Table 10A.1 Evolution of notifications since 1997 





Year Information Addition to information Total 
1997 14 8 22 
1998 156 20 176 
1999 263 59 322 
2000 339 98 437 
2001 406 310 716 
2002 1092 466 1558 
2003 1856 878 2734 
2004 1897 1329 3226 
2005 2204 1522 3726 
2006 1962 1563 3525 


2007 1972 1774 3746 


Source: Rapid Alert System for Food and Feed (RASFF) Annual Reports, 2005-07. 


contact materials for which risk has been identified but for which rapid 
action is not required as the product has not reached the market of Mem- 
ber States or is no longer on the market — mainly as a result of rejection 
following testing at EU borders. ‘Additional Information notifications’ con- 
cern any type of information related to the safety of food or feed which has 
not been communicated by a Member State as an alert or an Information 
notification, but which is judged interesting for food and feed authorities 
in Member States. Table 10A.1 presents the overall evolution of these two 
categories of notification from 1997-2007. As can be seen, numbers of infor- 
mation notifications rose extremely rapidly until 2003, before stabilizing. 
Jaffee and Henson (2004), commenting on the trend up to 2002, offered the 
explanation of increased capacity for inspection. 

Of the 2007 notifications, approximately 73 per cent referred to products 
from Third Countries. EU candidate countries accounted for 14 per cent 
and EU and EFTA/EEA Member States accounted for 13 per cent. Notifi- 
cations concerning products from Third Countries do not all necessarily 
arise from actions at EU borders. Indeed, in 2007 notifications of the lat- 
ter kind represented just under half of all notifications referring to Third 
Countries. 

Table 10A.2 presents information on how many Third Country notifica- 
tions arose at EU borders, and in relation to which categories of hazards, 
for 2005, 2006 and 2007. As can be seen rejections and detentions related 
to mycotoxins (which mainly affect nuts and nut products) overwhelm- 
ingly dominate. Hazards typically found in fish and meat (heavy metals and 
microbiological contamination) are another important category. Relatively 
few detentions for pesticide residues are evident. No breakdown of all Third 
Country notifications is available in this form. 
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Table 10A.2 Notifications arising at borders by hazard category 2005-07 








2005 2006 2007 
Hazard/Category Border Border Border Border Border Border 
control- control control- control control- control 
import screening import screening import screening 
reject sample reject sample reject sample 
(Potentially) 121 38 40 19 51 31 
micro-organisms 
Bad or insufficient 29 
controls 
Biocontamination 6 8 
(other) 
Composition 44 6 24 
Food Additives 77 6 112 7 99 12 
Foreign bodies 22 8 30 27 
GMO/novel food 35 
Heavy metals 114 19 114 18 100 32 
Industrial 3 5 10 
contaminants 
(other) 
Microbiological 69 11 24 31 8 
contamination 
Mycotoxins 843 23 722 24 604 30 
Not 40 45 56 6 
determined/other 
Organoletic aspects 24 2 
Parasitic infestation 3 
Pesticide residues 18 7 10 17 
Residues of 65 20 50 19 40 21 
veterinary 
medicinal 
products 
Total 1413 141 1185 113 1072 175 


Source: Rapid Alert System for Food and Feed (RASFF) Annual Reports, 2005-07. 


Table 10A.3 provides information on breakdown of all notifications by 
country of origin of the product notified, classified by region. There are 
inconsistencies between the totals reported in this table, and those reported 
in Table 10.1, for reasons that are unclear. 

In Table 10A.4, these notifications are reported in terms of incidence per 
billion US dollars’ worth of food imports to the EU from the regions con- 
cerned.The table shows notifications to be skewed heavily against products 
originating in Asia, on a trade weighted basis. This trend of high levels of 
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Table 10A.3 Notifications by origin of the product, classified by world region 


World Region 2000 2001 2002 2003 2004 2005 2006 2007 ‘Total 





North America 6 8 25 62 58 86 250 204 699 

South & Central 76 59 155 251 229 236 215 205 1426 
America 

Europe 123 236 495 549 749 980 912 1004 5048 

Africa 57 56 96 147 221 226 203 240 1246 


Asia 210 336 748 1324 1307 1593 1291 1300 8109 


Source: Rapid Alert System for Food and Feed (RASFF) Annual Reports, 2005-07. 


Table 10A.4 Notifications by region of origin of the product, expressed in terms of 
US$ billion worth of EU food imports from the region of origin 


World 2000 2001 2002 2003 2004 2005 2006 2007 Annual 





Region/Year Average 
North America 0.23 0.37 1.20 2.73 2.24 3.39 9.26 6.30 3.22 


South & Central 1.91 1.55 3.85 5.19 3.96 3.88 3.27 2.38 3-25 
America 


Europe 0.40 0.76 1.45 1.34 1.45 1.76 1.51 1.37 1.26 
Africa 2.63 2.73 4.28 5.40 7.33 7.34 6.43 6.44 5.32 


Asia 7.35 12.69 28.08 41.31 33.22 37.69 26.72 22.27 26.17 


Sources: Rapid Alert System for Food and Feed (RASFF) Annual Reports, 2005-07 and WTO Inter- 
national Trade and Tariff Data, http://www.wto.org/english/res_e/statis_e/Statis_e.htm (accessed 
29.06.2009). 


notification in relation to products from Asia was established well before the 
Sudan Red alert in February 2005. It is also reflected in Jaffee and Henson’s 
(2004) data on detentions. The argument of these authors is that Asia exports 
a disproportionately high share of food safety-‘sensitive’ products to the EU, 
relative to, for example, Africa. 

Turning to levels of notifications by different EU importing countries, 
Table 10A.5 reports rates of notification by old EU-15 Member States 
over the period 2002-07, in absolute terms and in terms of notifications 
by million of population. Controlling for domestic population size there 
appear to be radical differences between EU Member States’ notification 
behaviour. 

Given the dominance of the Netherlands and Belgium in EU food imports 
(mainly for re-export purposes) it may have been expected that these coun- 
tries would have rather higher rates of notification than others in the 
EU. However, the highest rates relatively are found somewhat surprisingly 
in small EU countries that are not major import destinations (Denmark, 
Finland and Luxemburg). 


Table 10A.5 Notifications by notifying EU Member State 2002-07 


2002 2003 2004 2005 2006 2007 
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Average 
notification/ 
population 
(million) 





Austria 
Number of 
notifications 
Notification/ 


Belgium 
Number of 
notifications 
Notification/ 


Denmark 
Number of 
notifications 
Notification/ 


Finland 
Number of 
notifications 
Notification/ 


France 
Number of 
notifications 
Notification/ 


Germany 
Number of 
notifications 
Notification/ 


Greece 
Number of 
notifications 
Notification/ 


Treland 
Number of 
notifications 
Notification/ 


Italy 
Number of 
notifications 








Population(million) 


Population(million) 


Population (millions) 


Population(million) 


Population (millions) 


Population (millions) 


Population(million) 


Population (millions) 


39 


4.70 


70 


6.60 


27 


4.91 


33 


6.23 


59 


0.96 


455 


5.53 


36 


3.21 


11 


2.50 


214 


47 


5.66 


50 


4.72 


60 


10.91 


44 


8.30 


67 


1.09 


623 


7.57 


89 


7.95 


1.82 


545 


32 


3.86 


59 


5.57 


53 


9.64 


52 


9.81 


124 


2.01 


526 


6.39 


95 


8.48 


16 


3.64 


576 


22 


2.65 


77 


7.26 


48 


8.73 


75 


14.15 


115 


1.86 


527 


6.40 


89 


7.95 


17 


3.86 


687 


71 


8.55 


80 


verre) 


114 


20.73 


79 


14.91 


94 


1.52 


421 


110 


9.82 


14 


3.18 


556 


62 


7.47 


98 


9.25 


130 


23.64 


82 


15.47 


124 


2.01 


376 


4.57 


168 


15.00 


24 


5.45 


499 


5.48 


6.82 


13.09 


11.48 


1.57 


5.93 


8.74 


3.41 
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Table 10A.5 (Continued) 


2002 


2003 


2004 


2005 


2006 


2007 Average 


notification/ 
population 
(million) 





Notification/ 
Population (millions) 
Luxembourg 
Number of 
notifications 
Notification/ 
Population (millions) 
Netherlands 
Number of 
notifications 
Notification/ 
Population (millions) 
Portugal 
Number of 
notifications 
Notification/ 
Population (millions) 
Sweden 
Number of 
notifications 
Notification/ 
Population (millions) 
Spain 
Number of 
notifications 
Notification/ 
Population (millions) 
United Kingdom 
Number of 
notifications 
Notification/ 
Population (millions) 
Total 
Number of 
notifications (annual 
average) 
Annual Average 
Notification/ Million 








3.60 


12.00 


159 


9.70 


11 


1.04 


34 


3.74 


149 


3.32 


155 


2.54 


1458 


3.73 


9.18 


23 


46.00 


140 


8.54 


43 


4.06 


23 


2.53 


257 


221 


3.62 


2240 


5.73 


9.70 


13 


26.00 


146 


8.90 


25 


2.36 


44 


4.84 


305 


6.79 
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3.79 


2297 


5.88 


11.57 


14.00 


147 


8.96 


17 


1.60 


45 


4.95 


415 


9.24 


314 


2602 


6.66 


9.36 


14.00 


163 


9.94 


20 


1.89 


61 


6.70 


223 


4.97 


351 


2364 


6.05 


8.40 


10 


20.00 


156 


9.51 


24 


2.26 


55 


6.04 


169 


3.76 


360 


5.90 


2337 


5.98 


8.63 


22.00 


9.26 


2.20 


4.80 


5.63 


4.46 


(2216.33) 


(5.67) 


inhabitants (EU-15) 


Source: Rapid Alert System for Food and Feed (RASFF) Annual Reports, 2002-07, World Bank, World 
Development Indicators (2007 population data). 
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Notes 


The author is grateful for comments by Leon Brimer, Peter Gibbon, Bernd van der 
Meulen, Laura Nielsen and Margherita Poto. The usual waiver applies. 


1. While it is the Commission that carries out and decides whether a third coun- 
try’s legislation and systems are equivalent with EU feed and food law and animal 
health legislation, it may ask some Member State food safety authorities to assist 
it in this process. At present only four ‘third countries’ have been determined to 
have fully equivalent systems, namely Canada, Chile, New Zealand and the United 
States. (Personal communication, Danish Veterinary and Food Administration, 1 
July 2009). On the other hand, well over 80 countries, including a large number of 
low-income ones, are deemed to have equivalent (Part I listed) status in respect of 
fish and fishery product food safety systems. 

. As of January 2009, EU-CARIFORUM was the only EPA with these provisions. 

. But contrast the same authors, Henson et al., 2000, 367. 

4. In this respect, reference may be made to the EU’s bilateral trade agreement with 
Chile which mandates specific procedures to be followed in its consultation forum 
and sets out relatively precise guidelines of the requirements to be followed in 
establishing equivalence both of standards and of accreditation procedures for 
certification and testing (Alavi et al., 2007). 
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Conclusion 
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The case studies presented in this book, while not claiming as a whole to 
provide a ‘representative’ picture of the challenges faced by agro-food indus- 
try in Africa, provide important insights on whether standards introduce 
serious entry barriers to Northern markets. The chapters cover all major stan- 
dard content: product carbon footprint, food safety, organic and a variety of 
sustainability and social standards. They relate to high-value products (fresh 
vegetables, cut flowers, fresh fish, spices, pineapple and vanilla) and to a few 
traditional export crops (coffee and cocoa). They also span public, private 
and hybrid standards. Most of the contributions focus on East Africa and on 
standards applicable to exports directed towards the EU — with some observa- 
tions made on local markets, local processes of standard competition and the 
development of regional standards and their compliance. This does not sig- 
nal that local and regional standards are not important or worth attention, 
but simply that the research programme (Standards and Agro-Food Exports — 
SAFE) behind this book was focused on export value chains. This programme 
brought together a multi-disciplinary team of 13 researchers based in East 
Africa and seven based in Denmark. 

This concluding chapter briefly highlights the collective and comparative 
contribution of this volume to the literature on agro-food standards, with 
a focus on empirical findings. The following discussion is structured along 
three dimensions: (1) trends in content, coverage and proliferation of agro- 
food standards that African producers and exporters have to comply with, 
and the interaction between different kinds of standards; (2) changes in the 
governance of standards, local participation and issues related to confor- 
mity; and (3) how standards and related value chain restructuring affect the 
welfare and inclusion or exclusion outcomes of participants. 


The content, coverage and proliferation of standards 


The contributions to this volume suggest that standards: are becoming more 
demanding; are covering more ground (horizontal expansion); are being 


232 


Stefano Ponte 233 


applied increasingly to the entire value chain (vertical expansion); and that 
standards initiatives are proliferating. Standards have also become funda- 
mental in shaping a number of dedicated strands of value chains that are 
kept to some extent separate from ‘mainstream’ value chains (thus leading 
to a certain degree of ‘fraying’ of value chains on the basis of product and 
process differentiation). The following discussion recalls some of the speci- 
ficities of the case studies to highlight some trends that may be significant 
for the future of agro-food industries in Africa. 

In Chapter 2, Bolwig and Gibbon chronicled the very recent emergence 
of a number of standards for product carbon footprinting (PCF), which may 
well become the ‘next big thing’ in international trade of agro-food products. 
As observed in other kinds of standards, early stages of PCF standard devel- 
opment has entailed the proliferation of many different schemes, including 
two international reference standards, one national public standard (in the 
UK) and a variety of private initiatives. In such initiatives, methods of mea- 
surement, indicators, horizontal coverage (how many aspects are included 
in a standard) and vertical coverage (where the system boundaries are set) 
vary dramatically, with important repercussions on what the standard (and 
often its related label or mark) communicates to consumers, regulators and 
other businesses, and with what degree of transparency. 

From the point of view of African exporters and producers, the perspective 
of having to match different PCF standards for different end-buyers and/or 
country destinations is worrisome. Much depends on what technical speci- 
fications, systems of implementation and certification will be used in each 
case, and to what extent a degree of mutual acceptance will develop. If the 
route is one of mutual acceptance (as is occurring in some food safety and 
good agricultural practice standards), or one that leads to reduced diversity 
through competitive selection, then there should not be a major problem. 
On the other hand, if country- or issuer-specificities continue to prevail, 
African actors may encounter serious difficulties. These observations are 
still fairly conjectural as the number of products and their coverage in PCF 
schemes are still limited. 

In Chapter 6, Lazaro et al. observe the proliferation of initiatives in the 
realm of sustainability standards for coffee (UTZ CERTIFIED is one of at least 
five initiatives), fresh vegetables (with exporters having to comply with one 
to three different certifications for just one export destination) and cut flow- 
ers (where at least 16 different standards initiatives can be identified). In 
Chapter 7, Riisgaard shows in more detail how different social standards 
for cut flowers apply vastly different content and with different degrees 
of measurability, although some efforts at harmonization are also taking 
place. Riisgaard also argues that, in specific relation to private social stan- 
dards, outcome standards seem to be the preferred choice (they are easier to 
measure and manage) over standards on ‘process rights’ — such as the right 
to organize and bargain collectively which can facilitate workers to attain 
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wider objectives such as negotiation of working hours, health policies or 
comprehensive bargaining agreements. 

Several chapters examine the tightening of EU food safety standards and 
its consequences. In Chapter 3, Akyoo and Lazaro observe that food safety 
standards for importing spices into the EU were based mostly on physi- 
cal characteristics and cleanliness until the 1990s; thereafter, health and 
hygiene specifications were added (such as levels of aflatoxins, minimum 
residue levels, presence of pathogens and/or heavy metals), thus increasing 
the complexity and cost of compliance. In Chapter 8, Ponte et al. (along with 
Kadigi et al., Chapter 9) highlight how food safety standards for fish imports 
into the EU have become more demanding in content and more complex in 
terms of management. This has resulted in the instalment of far more sophis- 
ticated systems of verification in East Africa. Finally, in Chapter 10, Broberg 
analyses the rise and consolidation of the new EU food safety regime, in 
detail, with consequences for African producers that are examined later in 
this chapter. 

An observation is relevant here relating to the interaction between dif- 
ferent categories of standards that apply to the same industry. Chapter 9 
suggests that fish industry operators in East Africa are caught in situations 
where different sets of standards (food safety, fishery management proce- 
dures and ecolabel requirements) pull in different directions. This leads to 
tentative, opportunistic and/or contradictory compliance processes. At the 
same time, contradictory objectives sometimes align fortuitously and when 
this happens, swift action by both industry operators and policy makers can 
pay off. This suggests the need for holistic approaches (both analytical and 
practical) to standards by sector or value chain, rather than the current pre- 
dominant approaches that focus on the content of specific standards as they 
arise or as they become problematic for an agro-food industry in Africa. It is 
also necessary to keep in mind that failures to comply with a standard may 
also occur through mechanisms that are unrelated or only partially related 
to the expected path of compliance for such a standard. Most standards are 
developed and applied in practice as if they were independent from each 
other, while they should be designed in ways that can also capture possi- 
ble interactions with other sets of standards applying to an industry. This 
is not just an analytical question — it has implications for the long-term 
sustainability of meeting the objectives that standards are trying to promote. 


The governance of standards, local participation and issues 
related to conformity 


The contributions to this volume indicate that major shifts are taking place 
in the governance of standards in agro-food products. Up to the 1990s, stan- 
dards were generally controlled by producers and/or grassroots organizations 
(organics, fair trade) or by large food retailers (food safety). The 1990s saw 
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the emergence of business association standards (such as EurepGAP, BRC) 
and of multi-stakeholder initiatives engaging large NGOs and agro-food and 
forestry manufacturers, especially in environmental and social labelling ini- 
tiatives (such as FSC, MSC, UTZ CERTIFIED and Rainforest Alliance). While 
the emergence of business association standards has often led to a decrease 
in the number of similar audits that agro-food businesses in Africa have 
to go through (instead of multiple audits by different retailers, one busi- 
ness association audit may suffice), the multiplication of multi-stakeholder 
initiatives has not led to the same outcome, mostly because of the invest- 
ment that different initiatives have put into having consumers recognize 
their own label. Also, while multi-stakeholder initiatives should be expected 
to be more inclusive of a variety of interests, including those of Southern 
actors, the reality is for Southern stakeholders (especially those of small scale) 
to be forgotten in the initial and key phases of development (for exam- 
ple, MSC) or to be included within relations of power that are vastly to 
their disadvantage, with the result that their ‘participation’ does not have 
any meaningful influence. The recent emergence of Southern standards ini- 
tiatives (of both business association and multi-stakeholder kinds) might 
also be expected to address some of these shortcomings, but this has not 
been necessarily so. The development of local conformity assessment institu- 
tions has also taken place much more slowly than expected and with mixed 
results. 

In Chapter 3, Akyoo and Lazaro argue that one would expect the use of 
local conformity assessment institutions to be beneficial to African produc- 
ers because of expected lower costs and better opportunity for dialogue for 
local exporters. However, this is in practice difficult to achieve. In relation 
to organic spices, certification in Tanzania is carried out exclusively by one 
foreign company, although the local certification agency (TANCERT) is now 
carrying out most activities (especially inspection-related, but not certifica- 
tion) on the foreign company’s behalf. TANCERT is in fact a contractor of 
the foreign company, rather than being an internationally accredited certi- 
fier that could compete with foreign certifiers. This puts limits on the extent 
to which the costs of conformity can be reduced. Akyoo and Lazaro also 
suggest that the development of local and regional standards, held to be 
a springboard for matching international standards in some policy circles, 
actually does not fulfil such a function, at least in Tanzania. Many of the 
standards developed for spices since the 1970s have not been applied in 
practice, and movement towards matching organic and related food safety 
standards started only in relation to the required conformity to standards 
in importing countries. Finally, Chapter 3 goes into painstaking detail to 
list equipment and procedures that are needed for conformity assessment to 
EU food safety standards for spices, and their cost. One of the main find- 
ings is that only where there is a critical volume of product and/or number 
of exporters and collaboration between industry and government can such 
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costs be sustained. Although Tanzania would have enough volume of cloves 
to spur such investment, the destination of such exports is towards Asian 
markets that have low standard requirements. As a consequence, there has 
been no dedicated investment in laboratory testing equipment for spices. 
While current government testing facilities, despite their limitations, could 
serve a variety of agro-food exports in Tanzania, they seem to place priority 
on testing imported goods and locally processed products. 

In Chapter 7, Riisgaard provides interesting insights on whether stan- 
dards initiatives that are ‘local’ provide better opportunities for agro-food 
industries in Africa and whether they differ substantially from Northern 
standards initiatives in terms of local participation, fit with local produc- 
tion conditions and overall governance. Riisgaard looks at local standards 
initiatives in the horticultural sector in Kenya, with specific focus on cut 
flowers. In Kenya, four such initiatives are present: two business association 
standards, a public standard and a multi-stakeholder initiative. It should be 
noted that such initiatives, rather than being developed from the ground 
from scratch, represent efforts to ‘localize’ the content of already existing 
standards that have been developed in Europe already. Riisgaard finds that 
there is no automatic link between ‘localizing’ private social standards and 
furthering the interests of intended beneficiaries, and that such initiatives 
do not necessarily represent a ‘Southern’ as opposed to a ‘Northern’ agenda. 
The Kenya Flower Council (KFC) standard, a business association initia- 
tive, arose as a reaction to negative media attention on worker conditions 
in flower farms in the country. It is based on UK retailer standards and 
sought and obtained equivalence status with EurepGAP, a Northern stan- 
dard. Along with EurepGAP (now GlobalGAP), it is a standard focused on 
documentation and traceability, while on social issues it is based on out- 
come, not process standards. Riisgaard argues convincingly that KFC, far 
from being an empowerment tool, is an effort at self-regulation by producers 
and, thus, plays into a more general move towards more indirect forms of 
governance of global value chains (see Gibbon and Ponte, 2005). Civil soci- 
ety was neither involved in the standard setting process, nor is it involved 
in its monitoring. Furthermore, Chapter 9 highlights how ‘local participa- 
tion’ and decentralization are not a panacea for better fishery management 
especially when adequate resources lack for its implementation. 

As mentioned above, multi-stakeholder standard initiatives are on the rise. 
While this could be a positive trend from the point of view of African par- 
ticipation, such initiatives can also be used to accommodate threats, water 
down standards and deflect attention from the day-by-day practices of retail- 
ers and importers that may be at the source of environmental or social 
problems to begin with. Multi-stakeholder initiatives can also be set up with- 
out adequate Southern participation (see the case of MSC in Chapter 9). 
From this perspective, Southern multi-stakeholder initiatives should be able 
to reflect genuine local preoccupations and problems. The case study of 
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the Kenyan Horticultural Ethical Business Initiative (HEBI), analysed in 
Chapter 7, suggests that this can indeed be the case. HEBI includes both ele- 
ments of participation in the audit process by all key stakeholders (including 
labour organizations) and covers provisions on process rights. But, because 
of the conflicting interests of its stakeholders, it has been seldom applied and 
even donor funding has been reduced. Overall, Riisgaard argues that local 
standard initiatives have so far been unable to alter the governance agenda 
of Northern retailers either because they never challenged it, or because — 
when they did — industry players abandoned them. 

Standards governance does not only relate to how a standard itself is 
written, by whom and how it is managed. It is also important to under- 
stand what institutional features arise to facilitate compliance in Africa. 
In Chapter 4, Gibbon et al. examine the dominant institutional form 
(a new generation of contract farming schemes) that allows African small- 
holder producers to conform to organic standards and what features in such 
schemes generate the most important benefits for participants. It shows that 
a distinct generation of contract farming has emerged in the past decade, 
dedicated to the production of traditional export crops to be certified against 
international ‘sustainability’ standards. These schemes help processors or 
exporters to secure required crop volumes and qualities while moving some 
production risks to the farmer. Contrary to earlier forms of contract farming, 
there is now much less emphasis on input provision and production over- 
sight and more on quality control at the point of purchase. For farmers, these 
new schemes provide secure access to markets and (sometimes) a reduction 
in price risk. Where internal control systems are used, large economies of 
scale in farmer certification can be obtained, thus reducing the unit cost of 
certification. While in most cases farmers do not pay for certification (the 
processor or exporter does), such savings make these schemes more viable 
and farmers are more likely to obtain a higher price, ceteris paribus. The 
importance of contract farming schemes for exporting fresh vegetables that 
are certified against GlobalGAP standards is also highlighted in Chapter 6, 
but here supervision and provision of inputs and technical advice is much 
more important than in the organic case studies covered in Chapter 4. 

Another aspect of standards governance examined in this book is the 
increasing difficulty in separating its private and public components. In 
Chapter 9, Ponte et al. suggest that we may be observing a movement 
from rule-and-punish systems (typical of public regulation) towards market- 
and-punish systems (which are hybrids) rather than towards purely private 
self-governance in the realm of standards. In the specific hybrid form exam- 
ined in Chapter 9, a regulation that includes a public standard on minimum 
fish size is now being monitored by a private entity. However, in case of 
non-compliance, the application of the sanction is delegated to the public 
regulatory body. In short, we have a situation where the content of the stan- 
dard was set by the public authority, the control of conformity with the 
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standard is delegated to the private sector, while sanctioning reverts back to 
the public sector. 

At the same time, Bolwig and Gibbon suggest in Chapter 2 that we may 
be observing a further new trend in standard governance — one for standards 
to be developed and operated by private consultancies — both for-profit and 
not-for profit. 

Another issue arising in the book relates to whether standards are com- 
plied with ‘to the letter’ or not. This is important because often the ‘Africa 
is screwed up by standards’ argument is based on two assumptions: (1) that 
requirements always entail that small-scale operators change their produc- 
tion systems; and (2) that even where requirements of this kind are expicit, 
they are enforced. This is far from the case. On the first point, conformity 
with organic standards in Africa, given the low-input nature of much of 
its agriculture, requires fewer changes (and entails lower conversion costs) 
than elsewhere. Yet, Gibbon et al. in Chapter 4 and Mbiha and Ashimogo in 
Chapter 5 suggest that, in absence of meaningful public support in Africa, 
organic certification is unlikely to occur without donor support - often 
involving the setting up of internal control systems, training of company 
staff and officers, setting up of demonstration plots and quality manage- 
ment systems, farmer training that is an integral part of the contract farming 
package and time-bound support for certification costs. 

On the second point, and despite occasional bouts of zealousness (as when 
the EU banned imports of fish from East Africa in the late 1990s), various 
chapters suggest that a lot of flexibility on content, procedures and con- 
trols is actually exercised, to the point that one could construct some of the 
newer standards as being more a pedagogical tool for producers and proces- 
sors (or a marketing tool) than as requiring compliance per se. In Chapter 9, 
Ponte et al. provide some insight on the gaps between what is required on 
paper by standards and what is actually put into operation in practice. But 
instead of arguing that this is a problem, they recognize that certain ele- 
ments of flexibility are indeed necessary. The same is found in Chapter 6, 
where Lazaro et al. suggest that prescriptions related to conformity to sus- 
tainability standards are interpreted and applied in practice with a large 
degree of flexibility. They also show that some of the more exacting demands 
actually apply to larger-scale farms, not to smallholders. At the same time, in 
Chapter 7 Riisgaard finds that compliance monitoring in social standards is 
inadequate as it is often carried out by companies themselves and/or by the 
social auditing industry. Riisgaard argues that auditors tend to use manage- 
ment information, while not engaging with workers and their organizations. 
Easier to measure issues are also focused upon, while others like discrimina- 
tion are neglected. Social participatory auditing techniques are emerging to 
expose some of the hidden issues, but they are more costly and challenging 
to apply. Overall, these findings suggest that all is not lost for smallholders 
and workers in the new world of standards. 
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Standards, value chain restructuring and welfare outcomes 


The dynamics of value chain restructuring, the welfare outcomes of con- 
formity and non-conformity with standards and related inclusion and 
exclusion patterns are among the most debated aspects in the literature on 
Africa (see Gibbon and Lazaro, Chapter 1). The picture emerging in this vol- 
ume is one of a shortening of standards-heavy value chains, and of their 
fraying into different strands. Chapters 6, 7 and 9 suggest the emergence 
of segregated strands of value chains on the basis of the establishment of 
standards for various sustainability and ethical initiatives, not as the result 
of buyers being interested in products with specific proprietary specifica- 
tions. But rather than leading to value chain structures that challenge the 
predominance of ‘buyer power’, such restructuring seems to have mostly 
led to a shortening of value chains with the elimination of some interme- 
diaries. In some cases, as for organics and GlobalGAP-certified vegetables, 
the emergence of standards has led to the revival of new forms of contract 
farming. But one of the other features of standards-led value chain restruc- 
turing that is often reported in the literature, the ‘thinning’ in the number 
of players at key nodes of these chains, does not seem to have occurred 
in the cases analysed in this book. While standards have led to larger and 
more resourceful processors and exporters gaining ground over smaller, 
and more local, players in some industries, a general shakeout of African 
smallholders does not seem to have taken place. As a result, a relatively 
positive picture also arises in terms of welfare outcomes of conformity to 
standards. 

Several issues were raised by Bolwig and Gibbon in Chapter 2 on the 
potential impacts of product carbon footprinting schemes on African pro- 
ducers and exporters. They suggest that African stakeholders should keep 
their eyes open because PCF standards and schemes may involve discrimina- 
tory practices that affect competitiveness and trade, for example when too 
much emphasis is placed on transport rather than on the whole life-cycle 
of a product. Placing emphasis on transport would affect distant African 
producers disproportionately, especially as other production functions may 
have a lower carbon footprint in Africa than equivalent processes in loca- 
tions closer to the Northern consumer. Furthermore, excluding emissions 
from the manufacture of capital goods in PCF assessments creates a bias 
against labour-intensive production, which is typical in Africa. Yet, Bolwig 
and Gibbon argue that these fears so far seem to be unfounded, as most 
schemes they examined go well beyond transport emissions and have no 
strong bias against imported products. Finally, they highlight that adopting 
the most advanced models of estimation may have negative consequences 
for African operators because of the lack of appropriate life-cycle assessment 
databases and/or the inappropriateness of some indicators for the conditions 
of production or processing on the continent. 
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In Chapter 4, Gibbon et al. use econometric methods to assess the eco- 
nomic benefits of conformity with organic certification in six schemes in 
Tanzania and Uganda. They find that members of organic contract farm- 
ing schemes obtain substantially higher net revenues from certified crops 
in comparison to control groups (46-75 per cent higher depending on the 
scheme), even after controlling the benefits from certification for other fac- 
tors, such as initial differences in factor endowments. Such benefits arise on 
the basis of different combinations of higher yields and the availability of 
predictable price premiums. At the same time, they find only a modest and 
inconsistent relation between the adoption of organic farming practices and 
net revenue. Smallholder farmers obtain and maintain certification mostly 
through one or another form of contract farming schemes, often supported 
by donor funding. Benefits for farmers are higher where contracting com- 
panies have substantial resources available, and where local competition 
from other buyers is present. In Chapter 5, Mbiha and Ashimogo high- 
light how one particular donor programme was the key in explaining the 
rapid growth of certified organic schemes in Tanzania, compensating for the 
timid and belated support offered by the Tanzanian government for organic 
agriculture. 

In Chapter 6, Lazaro et al. portray a mixed picture in relation to welfare 
benefits and the dynamics of exclusion and inclusion in sustainability stan- 
dards initiatives. In, general, standard compliance enhanced the possibility 
for producers to undertake direct exports and increased their security of con- 
tracts and margins. In relation to UTZ CERTIFIED coffee, they show that 
only large-scale farms obtained certification. The large farms that did com- 
ply enjoyed substantial benefits, including a premium, despite having to 
face higher costs. The price premium, however, was attributable to the spe- 
cial channel designed for direct exports of ‘specialty coffee’ in Tanzania than 
certification per se. In relation to GlobalGAP vegetables, substantial net ben- 
efits were also observed for certified farmers (of both small and large scale) in 
comparison to non-certified farmers: they obtained higher prices, achieved 
higher yields and enjoyed higher revenue (10-24 per cent higher on average 
depending on the product) in addition to having upgraded their knowledge 
and skills. Again, these net benefits partly accrued because the cost of devel- 
opment of smallholder quality management systems was financed largely by 
donors. 

A much less rosy picture emerged in relation to social standards in cut 
flowers, where private standards have serious limitations in facilitating the 
delivery of intended benefits to workers (especially in absence of process 
rights and with the current focus on outcome standards). When benefits 
are achieved, it is typically only a sub-set of workers that enjoys them — 
those permanently employed, who tend to be males. At the same time, at 
least in Tanzania, compliance with social standards provided new opportu- 
nities for unions to enter (and better understand) the sector, resulting in 
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collective bargaining agreements in two of the largest farms, in higher aver- 
age wages for employees in certified farms and in unions being able to exert 
a watchdog function in non-certified farms. 

In Chapter 8, Kadigi et al. provide the clearest indication (along with 
Chapter 4) that compliance with standards can have substantial and positive 
welfare outcomes for African participants, even small-scale ones. Kadigi et al. 
compare the assets and net incomes of those serving the fish export market 
to those serving regional and local markets (the available alternative if fish 
does not match export standards). They find significant benefits accruing to 
actors involved in the export value chain. Kadigi et al. argue that emerg- 
ing food safety standards can be a catalyst for upgrading and contribute to 
the creation of competitive advantages — leading to increased exports and 
improved livelihoods, especially when the inclusion of small-scale producers 
is preserved (on Lake Victoria, large-scale fishing operations are not allowed). 

In Chapter 9, Ponte et al. suggest that fishery ecolabels pose serious issues 
of exclusion for smaller producers and/or producers in the South. They also 
suggest that rather than focusing on achieving the environmental bene- 
fits they were set up for, much attention in these initiatives is placed on 
matching system functionality and on fulfilling commercial imperatives. At 
the same time, the outcome of ecolabelling (certification) is perhaps less 
important than the changes in management processes it can generate. 

In Chapter 10, Broberg chronicles the evolution of the EU food safety 
regime and warns that EU requirements have been established in a Euro- 
pean context. This means that limit values are normally set according to 
what can be required from a European food business operating in a European 
climate. Certification requirements are based on the premise that businesses 
have easy access to accredited laboratories, and the level of administrative 
competence of food businesses as well as of public authorities is assumed 
to be fairly sophisticated. Broberg provides details of what aspects in the EU 
food safety regime can create specific problems of compliance for developing 
country operators and, thus, create exclusionary barriers: (1) the setting of 
limit values that should not be exceeded (for additives and naturally occur- 
ring toxins) is done in relation to climatic conditions that apply to the 
EU rather than the tropics; they may also be set at far too low levels; (2) 
process requirements lay down specific procedures to be followed (such as 
the establishment of HACCP and traceability systems) that may be particu- 
larly cumbersome in developing countries; and (3) problems may also arise 
in relation to authorization requirements for products (novel food regula- 
tion is held to be particularly problematic for developing countries here), to 
producer and control requirements and to controls in third countries. 

Broberg argues that such barriers can be overcome in principle in three 
main ways: via legal procedures if the measure does not take into account 
of developing countries, the proportionality principle or the duty to comply 
with international law; by lowering such barriers via preferential treatment 
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of developing countries; and via the provision of technical assistance to help 
developing countries comply with standards. Of these, only the third option 
seems to have been used by EU members with any significant frequency and 
impact. 


Final remarks 


Some of the literature on agro-food standards portrays Africa as in the pro- 
cess of being crunched by the demands of new standards on agro-food 
products. Such argument runs as follows. International trade liberalization 
is dismantling some of the ‘classical’ barriers to trade such as tariffs and 
quantitative restrictions (much less so subsidies to producers in the North). 
At the same time, standards on imports into rich countries are replacing 
these barriers in ever more subtle ways. Higher costs of running export- 
oriented agro-food production and processing in Africa and problems in 
accessing Northern markets arise from: standards that are more demand- 
ing and which demand conformity on an increasing number of variables; 
ever more sophisticated management and traceability systems to be set up 
in Africa; a Northern-led agenda that is catering to rich consumers and 
NGO-driven concerns rather than to African beneficiaries; a multiplication 
of different initiatives that cover more or less the same ground and that 
lead to unnecessary duplication; lack of international accreditation for local 
certification and inspection agencies; and lack of more substantial donor 
support. Complying with standards has also led to a shake out of smallholder 
producers to the benefit of commercial farms. 

There is certainly more than a grain of truth in each of these state- 
ments, but the picture emerging from this book is a far more nuanced 
one. Standards are indeed becoming more numerous and demanding, but 
their application on the ground is far more pragmatic and ‘flexible’ than 
we assume, leaving both room for manoeuvre for local actors and (unfortu- 
nately) leading to less than convincing impacts on social and environmental 
outcomes. System, quality and traceability management demands are indeed 
taxing and expensive for Africa-based businesses, but often they eventu- 
ally lead to cost reductions, less wastage and indeed better management. 
A Northern agenda and less-than-transparent and participatory governance 
systems do indeed characterize many standards initiatives (both public and 
private), but Southern-led ones tend to copy-cat Northern ones and are not 
necessarily a great improvement in terms of catering to the key stakehold- 
ers. A multiplication of initiatives is creating confusion and duplication, 
but at the same time some efforts are taking place on mutual recognition 
for a base set of standards (this is taking place especially in relation to 
food safety and good agricultural practices) and a natural selection process 
is also taking place over time - where less than successful initiatives die 
out. Lack of accreditation for local inspection and certification agencies is 
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indeed a problem, but the auditing and certification market works like any 
other — some ‘brands’ are well esteemed and recognized and others are not. 
Donor involvement could be expanded, but only when the private sector 
and business associations have been closely involved does it lead to posi- 
tive outcomes. Smallholders are indeed being excluded from some industries 
because of difficulties related to compliance with standards, but in others 
they have been kept in via contract farming schemes, special provisions for 
group certification, donor support and national policy. 
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